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Sir Reginald Holmes Wilson recalled. 
Cross-examined by Mr. Geoffrey Lawrence. 



(Mr. Geoffrey Lawrence ) : I understand, Sir, that it 
would be convenient if I start my cross-examination of 
Sir Reginald this morning. I am very much obliged to 
you for having so arranged matters over the preceding 
two days as to give me this indulgence. 

( President ): We can presumably congratulate one or 
other of you on having been successful .in another place. 

974. {Mr. Lawrence ) : May I see, first of all, Sir Regi- 
nald, before we come to any contentious matters, how 
far you and I may tread the same path together, before 
taking different turnings. May I ask you to begin with 
a -few general questions about this present Scheme, to 
help -me to see whether I understand it. On the face of 
it, at -any rate, it is a Scheme which is directed almost 
exclusively, is it not, to the revision of fares in the 
London area? — No, I think to use the phrase “ almost 
exclusively ” would be going too far. 

975. Perhaps we can see by how much -that is going 
too far. Outside London, as I understand it, the Com- 
mission’s proposals are confined to season tickets and 
early morning -fares?— Outside London it is only the season 
ticket and early morning fares which are being changed, 
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but -the Scheme would apply also to the maximum and 
ordinary fares. The Scheme would apply to all the fares, 
but it -is only ea-rly morning fares and season tickets 
which -are being changed outside London. 

976. So was I not right in saying -that outside London 
your proposals by way of revision of fares are confined 
to the two categories of season tickets and early morning 
fares? — That i-s so. 

977. And the object of that, or the prime object of 
that, is to maintain parity with London in respect of 
these two categories, is it not? — No. The pri-me object 
of it was to raise some additional revenue, but when con- 
sidering what additional revenue should be raised, the 
question of parity wi-th London was kept in mind. This 
was -the old bas-is and it was decided to keep -them the 
same under the new Scheme. 

978. I suggested that the -prime object of the revision 
of these -two categories outside London Was to maintain 
parity, because the accretion — the maximum -accretion 
to the Commission’s revenue, as a result of those changes, 
is a mere half a million. Is -that not right? — The addi- 
tional revenue outside London is half a -mill-i on 
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979. And, if you -will allow me to say so, a mere half 
a million. Let me put it in another way. The addition 
or subtraction of a mere half a million to the revenue 
of the Commission is not going to make a significant 
difference in its overall financial position? — No, but the 
accumulation of half a million might certainly make a 
difference. 

980. We are not talking about accumulations. — We were 
talking about the position of the Commission as a whole 
— this does involve a great many things. 

981. The proposals, so far as London is concerned, 
relate to all classes of travel, do they not?, — Yes. 

982. This is only just to clear the ground. Outside 
London they are limited to the two categories I have men- 
tioned? — The changes are limited to the two categories 
you have mentioned. 

983. And again I take this figure from your state- 
ment ; the proposals are designed, are they not, to secure 
the addition of £6.1m. in the notional year from London, 
and half a million from the rest of the country? — Yes, 

1 would prefer to say half a million from a similar type 
of traveller outside London. I have explained why it is 
not thought proper to raise long distance fares. 

984. I would agree with you about that, Sir Reginald, 
but it does come to this — that if you look at these two 
figures the additional revenue which is sought to be raised 
by this scheme is 92 per cent, of the total from London? — 
Yes, that is because 92 per cent, of that category of tickets 
is sold in London. 

985-6. And it was on that basis that my first question was 
put to you, to which I hoped you would assent, that this 
Scheme was directed almost exclusively to the revision of 
fares in the London area. 

( President ) : I think there is some purely verbal differ- 
ence at the moment between you and Sir Reginald, when 
you talk about the Scheme. The Scheme deals with all 
fares everywhere. If you talk about the changes in this 
Scheme as compared with the Scheme it is hoped to 
revoke, your figures are right. 

(Mr. Lawrence ) : I am muoh obliged. That is what I 
meant. Forgive my deficiencies in expression, Sir 
Reginald, but that is what I meant. Y our proposals as to 
changes in fares are almost wholly applicable to the Lon- 
don area? — Certainly. And all I mean by the insistence 
on my particular way of putting it was that all fares have 
been reconsidered before this new Scheme was prepared. 

987. Yes, and that leads me to my next question. There 
are no proposals, are there, to increase the maxima of 
any classes of British Railways except the season tickets 
and the early morning fares? — That is so. 

988. And furthermore, there is, is there not, in your 
statements, an implicit remark that there is no intention 
— so far as those other fare categories are concerned — to 
increase to the maxima to which you are permitted to 
increase them under the existing 1952 Scheme? — Yes. 

989. You could, could you not, under the existing 
scheme, without coming to this Tribunal at all, have raised 
ordinary fares on British Railways from their present level 
of l^d. a mile to 2d. a mile? — Yes. 

990. You could have done that as from the 1st January 
last? — Yes. 

991. I don’t want to waste time by referring to the 
actual passage. You say, or the Commission explicitly 
says, that you do not propose to do that by way of attract- 
ing additional (revenue because if you did there would be 
such a contraction of traffics that the net results achieved 
would be not appreciable? — Yes, because in one sense that 
traffic is already making a very high contribution to joint 
costs. 

992. It is really, forgive me, perfectly plain, is it not? 
I am reading from paragraph 2 of B.T.C. 602, second 
paragraph '. 1C The present level of ordinary fares both 
single and return — is 1 fd. per mile. It is not intended at 
present to increase ordinary fares above this level. One 
of the results of the difficult trading conditions experienced 
with especial severity in the Spring and eady Summer of 
last year has been some contraction in the volume and 
distance of travel by the general public. The factors which 
have led to this contraction of travel appear likely to con- 
tinue to operate. Any increase in the level of Ordinary 
fare to 2d. per mile would, in these circumstances, cause 
a substantial further contraction of business ; with the 



result that passenger receipts would be reduced, not 
increased, after allowance had been made for losses of 
traffic.” 

{President) : You are reading not from B.T.C. 602, but 
B.T.C. 6. 

993. {Mr. Lawrence)'. 1 am sorry. Yes, that is quite 
right. That puts it, does it not, Sir Reginald, about as 
clearly as it could be put. And it means this — that if you 
are searching about now for additional revenue it is not 
the slightest use itring or expecting to get it from the 
ordinary fares on British Railways? — No, because they are 
already high in relation to the others. 

994. Forgive me. The real reason why it is no good 
searching in that direction for your additional revenue is 
because, as a matter of hard practical fact, you would 
not be able to get it if you put your charges up? — 
No, the probable reason we could not get it is that the 
fares were already high in relation to the others. 

995. That may be another way of saying the same 
thing. 'Is it not as a result of that that you are search- 
ing for the additional revenue from that part of the 
Commission’s undertaking where you think you are 
reasonably likely to get it? — That is one of the factors 
that has to be 'borne in mind, but we justify it on other 
factors as well, notably in relation to costs. 

996. That is a field which we will debate a little later 
on. Sir Reginald, but for the moment the fare-paying 
passengers in the London areas are (as a class, as a general 
class, not persons who can voluntarily contract the amount 
of their travel on the London area services in the same 
way. as the long-distance passengers on British Railways 
can? — I think that would be, broadly speaking, true. 

997. In other words, you are seeking your additional 
revenue from that very class of fare-paying passengers 
who cannot avoid paying your increased charges. Is not 
that right? — We are seeking it admittedly from those 
classes of passengers who would find it more difficult 
to stop travelling, but if we leave the statement there it 
has implications which might not be correct. We are 
also seeking it from those who are not paying the costs 
of their travel. 

998. That may be a further fact, but can we not test 
it in this way? Somewhere or other, in your problems, 
and we need not stop to look at them at the moment, 
you have allowed for a discount by way of falling passen- 
ger journeys on your revised charges? — Yes. 

999. Am I not correct in thinking that overall that dis- 
count is rather less than the figure of 1 per cent, of the 
passenger journeys under the present Scheme of fares? — 
I would have to check that. Are you referring to the 
whole of the London area or London Transport? Per- 
haps you were referring to 510, Appendix B. There is 
a remark there about the 1 per cent, loss of passengers. 
That is ordinary day returns, of course. It is 510 and 
the appendices which follow. 

{Mr. Harold Willis) : There are a variety of discounts. 

1000. (Mr. Lawrence) : I am told that the figure doesn’t 
appear explicitly on any of your appendices, but it is 
arrived at by adding all the discounts in that table to 
which you have referred and taking the total as a per- 
centage of the total existing journeys, and 1 am told that 
that works out at slightly under 1 per cent. — Yes. 

1001. I was only drawing attention to it for this reason, 
so you can get your mind to it, that to point the con- 
trasts between London and the Provinces, in the Provinces 
the admitted situation is that the concentration of traffic 
resulting from any increase on ordinary fares would be 
so much that the net position would be worsened rather 
than bettered, whereas in London, after you make esti- 
mates for contraction, the estimates for contraction are 
as small as the region of rather under 1 per cent.— Yes. 

1002. And that indicates, does it not, that I was right 
in thinking that the incidence, the main incidence of these 
changes in fares for London is due to the fact that the 
iLondon traveller cannot retaliate on the Commission 
by contracting the amount of business? No, I think the 
main reason is because they are the class of travellers 
who do travel. 

1003. We shall have to examine that aspect of the matter 
later on, if you won’t accept the inference I have sug- 
gested. To put it as tersely as I can, that you may not 
understand me, I am suggesting to you that the policy 
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behind this present scheme involves two things : first the 
raising of additional revenue. You would not quarrel 
with that, Sir Reginald? — No. 

1004. And secondly the raising of that additional 
revenue from the essential travel — not only in London 
but in the Provinces? — That is where we part company. 

1005. The season ticket and the early morning fares in 
the Provinces and all travel in the London area? — That 
is where we part company. 

1006. I thought we were bound to reach that point. 
Of course, if it be a fact that your suggested increases 
of fares in the London area are not due either wholly 
or in part to the reason that the London fare passenger 
is paying the cost of these services, then we are left with 
nothing but the reason I have suggested, are we not? — ■ 
Yes, but then our calculations would have been wrong. 
Or, should I say, we have made a mistake in our calcu- 
lations and the Scheme is not justified on that basis. 

1007. We shall see about that later. Let me pass on 
to something else and see if we can proceed on the same 
road in this matter. We are agreed that the object of 
this Scheme is to provide the Commission with additional 
revenue. Are we agreed about this, that the London 
area services should, to use an expression which we may 
have to define later, pay their way, generally speaking? — 
Yes. 

1008. That is the only way of putting what I think is 
emphasised in your evidence in general on the first day. 
That, in the Commission’s view, the Londoner should stand 
on his own feet? — Yes. 

1009. And by the Londoner, I take it, you mean the 
passenger who avails himself of all the Commission’s 
services in the London area? — Yes, all the services covered 
by the Scheme? 

1010. And that is not limited to London Transport 
Executive, it includes London Lines? — That is so. 

1011. So far as the Londoner is a passenger of London 
Lines he is also one of the people in this area who should 
stand on his own feet? — Yes. 

1012. Let us see whether you and I can march together 
on the point of what is meant by the Londoner standing 
on his own feet and paying his own way. Do you agree 
that if you are going to make the Londoner stand on his 
own feet and pay his own way, the Commission must 
proceed to a fair and accurate measurement of the costs 
of the services in the London area for which he is being 
asked to pay? — I agree. 

1013. And do you further agree that that measurement 
of those costs must be entirely objective and factual? — 
Yes. 

1014. In other words, it must be, must it not, a measure- 
ment of actual costs so far as is humanly possible to reach 
it?— Yes. 

1015. And it follows from that position, does it not, 
that that measurement must not be reached by paying any 
particular regard to any merely convenient accountancy 
device or rule which is adopted by the Commission in 
their published accounts of their undertaking as a whole? — > 
Yes, I rather got lost there when we got to the word 
“ accountancy device ” ; I was not certain what you were 
referring to. 

1016. We are agreed that both of us, proceeding on 
the basis that the Londoner must stand on his own feet 
but no more — we are agreed, are we not, that in order 
to find out what he has to pay, so that he really is standing 
on his own feet, one of the things we have got to measure 
is the actual cost of the services for which he pays? — 
Yes. 

1017. I followed that up by saying that in measuring 
those costs you must measure them factually and 
objectively? — Yes, surely. 

1018. And you won’t measure them factually or 
objectively, necessarily, will you, if you stick to 
accountancy rules and devices, which serve the finances of 
the Commission as a whole. — The form of the accounts 
of the British Transport Commission is designed to 
provide accounting of the type which you have mentioned. 

1019. Of course, they are because the Commission as a 
whole is under a statutory duty in several respects to deal 
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with the (accounts in certain specific ways? — Yes, and one 
of these is that it shall show separate results so far as may 
be, for each of its constituent activities. 

1020. I agree with you thalt it shows separate results so 
far as may ibe for each of its constituent (activities. But I 
want you to forget about statutory duty in the way of 
accounting and deal with this problem. How much is the 
Londoner to 'be asked to pay for his services 'on the basis 
that he pays for those 'and those 'only? Do you follow? 
—Yes. 

1021. So (far (as the accounts of the Transport Commis- 
sion are concerned themselves, they don’t give help beyond 
a certain limited point in solving that problem, do they? — 

I think (they give help 'in a very high degree, and if they 
don’t then it is time they were re-designed. 

1022. Would you forgive me saying that I entirely agree 
With you? Let me illustrate (What I mean and see whether 
we are 'agreed about this? This is an old topic 'but the 
published accounts, for instance, show gross revenue and 
working expenses 'of the London Transport Executive, 
don’t they? — Yes. 

1023. But they don't show any allowance made against 
London Transport Executive in respect of interest on 
capital or central charges? — No, but they are only 7 per 
cent, of the total so, as far as 93 per cent, is concerned, 
you have a completely firm and accurate accounting. 

1024. Never mind how little it is : even without con- 
sidering that little you cannot reach the factual and objec- 
tive position you ought to reach. — But it is far better 
the ’accounts should show separately those items which 
are completely (Specific to the services and beyond all 
doubt. 

1025. I am not suggesting that you are under any duty 
of any kind to show these matters. All I am pointing out 
is that .if we (are isolating London as a self-supporting 
unit of transport, we have got to go a little beyond, in 
some respects, the material which we shall find in the 
published accounts of the Commission as a whole? — A 
very little beyond. 

1026. You say a very little beyond, but in addition to 
the matter I have already mentioned, I could not find 
in your published accounts any separate costing or 
separate record 'at all of London lines? — No, because 
they are not separate. 

1027. I know the reason ; all I am drawing your atten- 
tion to is (the fact. So to some degree or another, and 
the precise measure of that degree we need not argue, 
to some degree or another in evaluating costs which have 
got to be provided ‘by the London fare-paying passenger, 
we have got to make estimates calculated on, or pay 
attention to, matters which are outside the material in 
the luublished accounts of .the Commission as a whole? — 
Yes. 

1028. And unless we do that, and unless we do it at 
each stage, carefully and accurately, we shall not reach. 
Shall we, that factual and objective measurement of cost 
which we must reach? — I agree. 

1029. As I understand it, it is a cardinal point of the 
Commission’s case here that the Londoner, as we have 
agreed he should he, is not at the moment paying his 
way or standing on his own feet? — That is so. 

1030. Because, to put it very shortly for my benefit, as 
I have not been here the last day or two, because the 
increased costs which have fallen upon you since the last 
hearing have prevented the revenue from London fares 
serving that purpose of paying the cost of the London 
services? 

(Mr. Harold Willis) : One of the facts. 

1031. (Mr. Lawrence)-. The major fact, at any rate. 
Government intervention was another, was it not? — Yes. 

1032. And that it is the Commission’s case — and I want 
to understand it — that the only way in which London 
Services can be made to pay their way is by increasing 
the fares as you propose in this Scheme? — Yes. 

1033. Now would you agree with me to this extent? 
That the revenue from the London services should, if 
the Londoner is to pay his way and no more, cover these 
matters — working costs, proper depreciation and a fair 
contribution to charges which are not allocated by the 
Commission to other specific services? — That is the case 
as we have presented it on this occasion. There were 
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one or two other items which I mentioned that have to 
be taken into account — the further trend of rising costs, 
replacement values and so forth. 

1034. At any rate we seem to be agreed in principle 
about this — that the Londoner should pay his way and 
paying his way involves that he must pay enough into 
the coffers of the Commission to cover the working costs 
of his services, proper depreciation upon them and a fair 
contribution to central charges? — Yes. 

1035. Such central charges as are not allocated by the 
Commission to services which are not specific to London 
at all? — That is so. 

(Mr. Poole ) : iDo you include maintenance in that — ■ 
maintenance of rolling stock? 

1036. {Mr. Lawrence): When I say depreciation I in- 
clude that. Subject to what I am going to ask about 
the subject of maintenance later on. I think Sir Reginald 
understands that. May I ask if this is another cardinal 
point in the case — that there is in respect of these London 
services an accumulated deficit over the last five years 
of something of the order of £9m. — No, it is not a car- 
dinal point in the case that the deficit is £9m. We do 
mention the fact that there is a deficit which has accrued 
during the last few years, and that if it should happen 
that a very small margin might be secured from the 
Scheme as it is now presented, that would do more than 
bring a certain small relief in aiding that deficit. 

1037. Yes. The Scheme does show a small margin of 
£8m.?— Yes. 

1038. You say this is, in all conscience, small enough, 
but it would go pro tanto, however small, to discharge 
the accumulated deficit of London services? — Yes, if not 
swallowed up first by rising costs and so forth. 

1039. Yes, let us forget about that for the moment — 
don’t let us complicate it too much. If there is no such 
thing as an accumulated deficit in respect of the London 
Services, any surplus that comes into the Commission 
coffers as a result of this proposal would go to the part 
liquidation of the Commission’s general deficit, would it? 
— If there were that surplus. 

1040. I may have to ask you more about these accumu- 
lated deficits, but is the £9m. reached in this way, or 
approximately in this way? It is the result of taking 
the working surpluses of the London Transport Executive 
services over the last five years to those allocations of 
contribution to central charges, and then debiting the 
aggregate of those working surpluses by £5^m. for each 
of the five years? — That is correct. 

1041. The actual figures being these: £18ym. aggregate 
working surplus on the L.T.E. services (five times £5|m.) 
£27im. — leaving a minus deficit of £9m.? — We are working 
in round figures. Our actual figures are £17.8m. less 
five times £5| (£274-m.) leaving a deficit, calculated on that 
basis, of £9. 7m. 

1042. Well, I said approximately. I am quite content 
to take these figures. My figure was £18^m. and yours 
is £17. 8m. But it does arrive, directly, does it not, as a 
result of the debit to revenue in London over the last 
five years of this particular £5^m. measure of central 
charges? — Yes. 

1043. I suppose you would agree, would you not, that 
in evaluating the position in London (and in order to save 
time may I say that when I say London I mean the 
London area for the purpose of this Inquiry) it is vitally 
necessary to include the position that arises in respect 
of London Lines? — Yes. 

1044. You would agree with me, would you not, that 
any attempt to measure the financial results of London 
by reference only to the results of London Transport 
Executive would be bound to lead to questionable 
answers? — I agree you must attempt to take into con- 
sideration what is happening on the London Lines. 

1045. We cannot ignore them, can we, because they 
are there? — No. 

1046. The trouble arises from the fact that the London 
Transport Executive doesn’t cover every service that is 
offered and accepted in the London area? — That is so. 

1047. The Londoner, if he pays his fare on London 
Lines is just as much of a Londoner for our purposes as 
the gentleman who travels on the tubes or buses? — Yes. 



1048. Who, you see, have never had the good or bad 
fortune to be involved in matters of the kind before. But 
I am told, and I don’t know whether you agree, that 
on the two previous occasions the Commission produced 
a comprehensive budgetary statement for the whole of 
the London area, including London Lines? Is that right? 
— We produced the same figures that have been produced 
this time. 

1049. Yes. I am afraid I shall have to repeat the 
question — the documents can be turned up if necessary. 
I am told that on the two previous occasions, the Com- 
mission produced a budgetary statement for the London 
area as a whole, including London Lines. Is that right 
or is it wrong? — We produced a statement which added 
together the figures for London Transport and London 
Lines, and, therefore, for the London area as a whole. 
The corresponding figures have been either presented this 
time or given by me in evidence. 

1050. Yes, that is exactly what I was going to follow 
up by putting to you. There has been a difference, at 
any rate, in the nature of the presentation of the case 
for the Commission at this Inquiry in that respect — has 
there not? — I think, so far as the pieces of paper are 
concerned, that may be so. — Let us not be so contemp- 
tuous of pieces of paper, Sir Reginald. I don’t know 
where we should be without them in a matter of this 
kind, do you? — No. 

1051. You see, in this connection I have been handed 
your statement' “ R.H..W. 4 ”, which was produced at the 
1950 Inquiry, and I think a more striking one, if some- 
body would hand it to me, (would be B.T.C. 109. I 
wonder if you could be supplied with B.T.C. 109? — Yes : 
I have it in front of me. 

'( President ) : Would someone tell me on what page it 
is printed in the transcript? 

{Mr. Geoffrey Lawrence ) : I think B.T.C. 109 is not 
printed in the transcript, Sir ; it is one of the exhibits 
in the 1950 Inquiry, but I will deal with that. 

{President ) : Very well ; I have it. 

1052. {Mr. Geoffrey Lawrence) {to the Witness) : Would 
you also have in front of you, and side by side with 
B.T.C. 109, B.T.C. 403 in this Inquiry? — Yes. 

1053. B.T.C. 109 is headed : “ London Area Passenger 
Services to which Section B of the Draft Scheme applies. 
Indication of Financial Position in ‘ X ’ year if Proposed 
Passenger Charges are authorised ”. No. 1 of that 
exhibit deals with “ Deficiency of net traffic receipts at 
existing charges (a) For London Transport Services ”, 
with a net deficiency of £2. 3 m.., and “ ( b ) For London 
Lines of British Railways”, with a deficiency of £0.1m. 
Do you see that? — Yes. 

1054. No. 2 is “ Central Charges ”, the total of which is 
derived from another exhibit ; then there is : “ Propor- 
tion appropriate to London Area Passenger Services in 
present circumstances ”, and that is £7. 5m.? — Yes. 

1055. That is, of course, including London Lines? - 
Yes. 

1056. And then, after various other matters, right at 
the bottom you reach an estimated shortfall, even if 
proposed passenger charges are authorised, of £1.5m.?-~ 
Yes. 

1057. It is quite clear, is it not, from the foregoing 
that on that presentation of the case the budgetary calcu- 
lation for London Lines was an integral part of the 
estimate of the London Area position for “X” year? - 
Yes. 

1058. Now would you be good enough to see what 
help you have given us for the whole of the London 
Area this time on Exhibit B.T.C. 403? — I think you will 
find that the figures were given in my evidence ; if you 
will give me a moment I will try and look up the questions 
and answers. 

1059. I know ; I was going to ask you about that later, 
but we have not reached that point yet. I want you to 
follow what I am putting to you. B.T.C. 403 deals with 
the London Transport Services, meaning not London Area 
Services, but the Services of the London Transport 
Executive only? — Yes. 

1060. That document is headed: “London Transport 
Services. Indication of financial position in ‘ Y ’ year if 
proposed passenger charges are authorised ” — that is the 
same wording as B.T.C. 109, with the substitution of 
“ Y ” for “ X ”?— Yes. 
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1061. But, significantly, as I suggest, there is not a word 
on B.T.C. 403 about London Lines? — No, because that 
was dealt with in evidence. 

1062. Would you tell me why it is, when the problem 
is to find out what the Londoner should pay for his 
awn services, there is no budgetary statement this time 
as an exhibit for the London Area as a whole and why 
B.T.C. 403 is limited to the London Transport Execu- 
tive? — Because we wished to make a clear distinction 
between these figures which, in our view, are completely 
firm, and those which are based on a mere costing 
estimate. 

1063. Accepting that, where should I have found, or 
where would any member of the London fare-paying 
public have found, if he was prepared to pay for these 
exhibits, any information about the cost and the position 
generally on London Lines, unless be had had the time 
and the opportunity to come to this Inquiry and hear 
you speak about it in evidence? 

(Mr. Harold Willis ) : He would have seen it, of course, 
on B.T.C. 4, paragraph 12. 

1064. (Mr. Geoffrey Lawrence ) : I will look, if you 
invite me to do so, to see exactly what he would have 
seen in paragraph 12 of B.T.C. 4 ; I was going to ask 
Sir Reginald about that, 'but we have not reached that 
stage yet. The truth of the matter is that unless some- 
body had come to hear you speak about it in evidence, 
they would not have had any idea of the figures of the 
budgetary position on London Lines at all? — Yes, because 
if you refer to paragraph 12 of B.T.C. 4, it will be seen 
that the budget there is seen to be roughly in balance ; 
so it is neither plus nor minus on that basis on the 
London Lines services. He is left with the same answer 
that he has already on Exhibit B.T.C. 403, which is a 
figure of £0.8m., as you said before. 

1065. Now I will read to you paragraph 12 of B.T.C. 4: 
“ As explained in paragraph 14 of Statement B.T.C. 5, 
there are strong reasons for keeping the fares on London 
Lines of British Railways on the same basis as those 
for corresponding journeys on London Transport ser ■ 
vices ”? — Yes. 

1066. That is not at all contentious. Then it goes 
on : “ Such broad estimates as it is possible to make 
of the expenses specifically incurred in providing these 
London Line services show that the resulting receipts 
will meet these specific expenses and provide a not un- 
reasonable contribution towards joint costs, central charges 
and reserves or liquidation of deficits ”. Could you, if 
you were asked to do so, draft any wider or vaguer state- 
ment than that? — I do not know. Mr. Lawrence, until 
I try. 

1067. It would be difficult, would it not! “Broad esti- 
mates ” — somebody, I suppose, has made the estimates, 
however broad they are? — Yes. 

1068. I must ask you again: Having regard to the way 
the matter was presented on the last two occasions, having 
regard to the fact that somebody in the Commission has 
made these estimates, why was it left until you gave 
evidence for any figures at all to be put forward as to 
the position with regard to the working expenses of 
London Lines? — Because we wished to emphasise the 
difference in character between the two sets of figures. 

1069. Did you think that was the most apt way of 
emphasising that difference? — Yes. 

1070. You did not think that the English language 
might be used in an Exhibit to express that emphasis? 
— The English language has been used in paragraph 12 
of Statement B.T.C. 4, to which you have just referred. 

1071. Very well; we need not waste time. There is 
a real difference, is there not, in the method of presenta- 
tion this time in this respect? — As I said before, so far 
as the binding of pieces of paper together is concerned 
— and I agree, of course, that pieces of paper are im- 
portant — so far as those are concerned, yes. But what 
has previously been given in an exhibit has now been 
given in evidence-in-chief. 

1072. Of course, if the position of London Lines is 
not as broad and vague as paragraph 12 indicates, but 
is a healthy position in the sense that there is a surplus, 
it would be most important, would it not, for evaluating 
the costs of fare to fall upon the Londoner to know pre- 
cisely what the position was? — If you could get at a 
firm and precise figure, that would be an important factor. 

18776 



1073. And it always has been hitherto in the view of 
the Commission itself, because in such an exhibit as 
B.T.C. 109 you have put a figure upon it? — Previously 
we have put a figure in the exhibits and the explanation 
for it ; but the explanation tends to become divorced from 
the figures. This time we thought we would give the 
explanation and the figure at the same time, so that there 
would be no abuse of the figures. 

1074. It is a little inconvenient, so if I make mistakes 
I know you will forgive me, because I have no exhibits 
in front of me on this budgetary statement for London 
Lines ; I have to find it all out in the course of question 
and answer on the transcript. That is right, is it not?— 
Yes. 

1075. Of course, whether it was in an exhibit or not, a 

budget for London Lines as part of the London budget, 
was very important from the Commission’s point of view 
in 1950, was it not — because that was the time when you 
were seeking assimilation of London fares? — Yes. We 

had to inquire whether there was a broad justification 
from the cost point of view in seeking assimilation. 

1076. Exactly, and you could not possibly then have 
put forward a case for assimilation unless you had pro- 
vided a very clear and full budgetary statement for the 
area as a whole? — No. 

1077. Now, of course, the issue of assimilation can be 

taken to be decided 

(President) : Well — there are people in this hall who do 
not regard it as being decided ; the Transport Commission 
may. 

1078. (Mr. Geoffrey Lawrence) (To the Witness ): At 
any rate, you regard it as a principle to be retained— 
in fact, you have said as much in one of your statements? 
— Yes. 

1079. Let me try and see whether I follow your 
evidence ; I am going to ask you some questions about 
the working expenses of London Lines and your estimate 
of that. We are dealing with “ Y ” year now, are we not? 
— Yes. 

1080. Was the broad effect of the position with regard 
to working expenses on the calculations that you dealt 
with in your evidence that they came to a total of £20m.? 
— Yes. 

1081. Plus £2m. for apportionment of Central Charges? 
— Yes. 

1082. And that £22m. slightly overtops, according to 
you, the expected revenues? — That is so. 

1083. Am I also right in thinking that that £20m. is 
made up of three constituents ; is the first of those con- 
stituents a cost for vehicle movement? — Yes. 

1084. Then a cost for what is called terminal documenta- 
tion, compensation and commercial expenses? — Yes. 

1085. And a cost for a proportion of joint running 
costs? — Perhaps we should call them “ Joint Costs ”. 

1086. Very well ; it is a much shorter phrase. — ■“ Run- 
ning ” might take us back into vehicles. 

1087. Very well. May we deal with the first of those 
vehicle movement costs. This, as I understand it, is of 
necessity a somewhat artificial Inquiry, because of the 
nature of the facts of the problem — the facts in relation 
to London Lines which are not self-contained in the 
London Area ; is that right? — I am bothering about the 
word “ artificial ”. 

1088. As a matter of history, is not this the position, 
that even before the British Transport Commission came 
into existence and before the war, there was a pool 
operated by the old Main Lines that ran into the London 
Area, and the London Passenger Transport Board? — Yes. 

1089. And this is a matter of historical accuracy, that 
those concerns worked out a formula to be operated in 
relation to the pool that would give them a figure for their 
running costs in terms of vehicle movement costs? — Yes — 
vehicle movement costs and maintenance. I am sorry — 
I take that back ; it was substantially the same, but there 
are some differences. 

1090. And am I right in thinking that that formula was 
last settled between them either in 1938 or 1939? — I am 
told that the formula itself was devised in 1933 and that 
the last time agreement was reached on the figures to 
be applied to the formula was in 1938. 

A 4 
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1091. ( President ): The period was running when war 
broke out, was it not? — Yes, but the last period had not 
been agreed. 

{Mr. Geoffrey Lawrence ) : I understand that. 

C President ): No, but it would have been agreed, pre- 
sumably, if war had not broken out. 

1092. {Mr. Geoffrey Lawrence) {to the Witness) : And it 
is no new thing if I suggest that the settlement of that 
formula was what might be called an “ arm’s length ” 
settlement? — Yes. 

1093. So much so, that that formula has been adopted, 
has it not, by the Commission since they took over in 
1948? — Yes, by and large. 

1094. With adjustments from time to time to take into 
account increases in costs? — Yes, and certain changes in 
circumstances. 

1095. In other words, from time to time the formula, 
although basically unchanged, has been kept up to date? — 
For this particular purpose, yes. 

1096. That is all I am dealing with. If you apply the 
formula to the figures, it gives you the costs of bare 
vehicle movement? — Yes. 

1097. And that is, of course, the prime element of 
transport costs, is it not? — Yes ; it is just over half. 

1098. Do I understand you to say this — and for this 
purpose I would ask you to have in front of you B.T.C. 
108, which was an .exhibit at the last Inquiry — that the 
figure given on B.T.C. 108 of £10.6m. was the figure 
for costs of vehicle movement on London Lines worked 
out on the basis of that formula about which we have 
been talking? — Yes, for “ X ” year. 

1099. And am I right in saying that for “X — A” year 
a further half-million was added? — The half-million, I 
think, was added to the total and not just to the vehicle 
movement cost. 

1 100. It is a small addition ; it does not matter. Since 
“ X — A ” year two changes have taken place ; first of 
all costs have gone up still further? — Yes. 

1101. And secondly, as I understand from B.T.C. 501 
and the accompanying statement, miles to be run in “ Y ” 
year are to be reduced? — Yes. 

1102. So one of those factors is an inflating factor and 
one is a deflating factor? — Yes. 

1103. Is what you have said this, that if you apply the 
formula with adjustments that are necessary to reflect those 
two factors, the answer in terms of vehicle movement 
costs on London Lines for “Y” year is £11. 2m.? — Yes, 
subject to the points which I have mentioned. 

1104. Yes. If it would help you, may I say that we 

accept £11.2m. without quarrel, but that this is the point 
where we take separate paths again? — £11.2m. is only 
right if the previous figure for the adjustment of the 
changes which we have now had brought to our notice 

1105. What previous figure are you talking about? — 
The £10.6m. in B.T.C. 108. 

1106. But that was the figure which was worked out on 
the basis of the formula, was it not? — Yes, but we think it 
made insufficient allowance for certain changes of circum- 
stances. 

1107. You think the figure of £10.6m. was wrong; is 
that what you are saying? — Yes — but is it proper to apply 
the word “wrong” to a calculation of this sort? We 
think we made insufficient allowance for it. 

1108. Of course, I do not mean arithmetically wrong. 
When I say “ the formula ”, of course you understand me 
as meaning 'the formula brought up to date from time 
to time?' — Yes. but it was not brought sufficiently up to 
date in the circumstances which I have mentioned. 

1109. So the £11.2m. was reached as the result of 
applying the formula adjusted to increased costs and de- 
creased mileage, but not adjusted for certain factors 
which really ought to have been the subject of adjust- 
ment in 1951? — Yes. I do not know whether they would 
have been subject to quite the same amount of adjust- 
ment in 1951. 

1110. Let us go on and see what they are. I gather 
you put your £11.2m. up to £11.6m. by reason of two 
further factors — some additional costs on account of in- 
creased heating and lighting and additional costs on 



account of Saturday evening wage rates ; is 'that right? 
— Yes, they were two of the factors. 

1111. I want to understand this; what you are saying 
is that if you take into account these additional costs, 
it puts up ithe total from £11.2m. to £11. 6m.? — Yes. 

1112. Is that by way of an express addition of £0.4m 
for these two things, or is it as a result of an adjustment 
to the formula? — There were -more than these two things 
which you have mentioned. 

1113. What else accounts for the addition of £0.4m., 
other than those two things? — Changes in the character 
of the services since 1938 and 1939. 

1114. Yes, and those are matters, are they not, which 
are reflected from time to time in adjustments to the 
formula? — Not entirely. The formula stands and they 
are adjusted really only for the price levels and the 
mileage ; but there are differences in the pattern of 
operation. 

1115. Do try and follow me; I know it is difficult — I 
do not know about these things as you do. What I am 
trying to put to you is that a formula has been followed 
year after year, as I understand it, when these concerns 
were private, or semi-private, or semi-public entities ; 
the formula has been followed year by year since the 
Commission took over, and that the application of the 
formula has year after year provided your predecessors 
and the Commission with a figure of costs in terms of 
vehicle movement. All that is right, is it not? — Nothing 
at all was done in this respeot during the long gap 
between .1938 and 1948. 

1116. During the currency of the Control Agreement? — 
Yes, and nobody was busy noting down the adjustments 
he would have liked in the formula if he had been 
operating on his own account. 

1117. As an accountant, would you agree with this 
proposition, 'that the formula is all right for a purpose 
of this sort, provided you stick to it ; but what you 
must not do is to apply the formula and then make 
arbitrary additions, plus or minus, after the application 
of the formula? — I think it would be fatal to stick to 
a formula when circumstances are changing. 

1118. Well, let us see where that gets us to. You have 
stuck to the formula, have you not, in order to reach 
the figure of £11. 2m.? — Yes ; the formula did not itself 
lay down any rules for re-calculating costs. 

1119. I do not suppose it did, but you see 'there may 
be various methods of reaching this figure for the costs 
of vehicle movement, and one of the methods would be 
by the application of a formula ; other methods might 
be by certain valuations and estimates of all sorts of 
other things. That is so, is it not?— Yes. 

1120. The method that has, right up to this Inquiry 
when you are in the witness box, been applied is the 
application of a formula ; that is right, is it not? — Yes. 

1121. And now for the first time in your evidence and 
not upon any exhibit or statement that we can see, that 
method is> — I will not say thrown overboard, but sub- 
stantially modified by arbitrary additions. Is that unfair? 
—Yes. 

1122. In what respect is it unfair? — The additions are 
not arbitrary in that sense. 

1123. Then leave out the epithet “arbitrary”. — Then I 
accept it. 

1 124. Has it not been the Commission’s case on the pre- 
vious occasions that this formula from year to year has 
been adjusted with great precision and exactitude? — I do 
not think so. 

1125. Is it not right that the Commission has defended 
the use of that formula on previous occasions? — Yes ; 
we have pointed out that on the whole it is not a bad 
formula, and in any case it is the only thing we have, and 
if we are trying to get some measure of the costs of London 
Lines traffic it is very useful to use that formula. 

1126. But without taking more time on it, and so that 
you can understand my point, what I am submitting to 
you is that to use a formula is one thing, if it is adjusted 
from time to time with the greatest possible skill, but to 

use that formula plus something else is wholly unfair and 
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wholly wrong? — Not if the “plus something else” is the 
adjustment you are trying to make with the best skill at 
your command. 

1127. Let us see what these factors are; there is in- 
creased heating and lighting. I do not know ; is it sug- 
gested that the present standards of heating and lighting 
are higher than they were in 1938 and 1939 ? — There are 
some different types of rolling-stock, yes. 

1128. Yes, of course there are different types of rolling- 
stock, but if you are saying that the heating and lighting 
on trains costs more than it did in 1938 and 1939, I was 
asking you whether it is suggested that the standards in 
those respects are higher than they were in 1938 and 1939 ; 
because if they are, I have no doubt the travelling public 
will be delighted to hear it — a little incredulous, no doubt, 
but delighted. — It is estimated that there is an increased 
consumption of current on heating and lighting compared 
with the previous figures. 

1 129. And that was allowed for in B.T.C. 108? — Yes. 

1130. Of course — because the formula was adjusted to 
take that fact into account? — The formula was adjusted 
to take into account the increased costs, so far as they 
can be ascertained and applied to each individual item, but 
part of ithe increased costs is due not only to differences 
in price level, but also to differences of another kind — 
differences in operating circumstances. 

1131. I hope I have not misheard you, but I think you 
said that the figures on 'B.T.C. 108 excluded the increased 
costs by way of consumption of current? — I am sorry ; I 
must have misled you. 

1132. I think you said that, but I did not think you 
could have meant it. But even if you did not say that, 
or if it is not right, the difference between last year and 
this is that we had a comprehensive figure last year pro- 
duced as a result of the application of the formula ; this 
year we have a figure produced as the result of the appli- 
cation of a formula plus these additional items. — We have 
a slight difference in the application of the formula ; I 
think that would be a fairer way of putting it. 

1133. Of course, I cannot possibly accept that. When 
did the Saturday evening wage rates first come into effect? 
— I think the change took place several years ago. 

1134. That is exactly what I thought. What is the ex- 
planation of that? Do not let me ask you tendentious 
questions ; you know the point I am dealing with? — The 
point is that it ought to have been thought of last time 
and adjusted to the application of the formula last time we 
were here. 

1135. And not only the last time, but the time before 
that? — That may be ; I shall have to check that. 

1136. Is it not remarkable that here for the first time and 
not on any document, but only in your evidence, we are 
confronted with a stepping up of the working expenses 
on London Lines for items which you now say ought to have 
been shown at least on the last occasion? — I do not think 
so. We were, of course, trying to make the fairest appli- 
cation of the formula we could. 

1137. Let me come right out into the open at this stage. 
No doubt you have seen our tables? — Yes. 

1138. And you have seen, no doubt, that — whether they 
■are right or wrong in fact — on the face of them Ithey 
show a surplus on London Lines? — Yes. 

1139. Both for “Y” year and for preceding years? — 
Yes. 

1140. You have seen, have you not, on one of our tables 
that if that surplus is married to the deficit on the London 
Transport Executive, the overall picture is still .a surplus? 
— That is the deficit as again calculated in your exhibits, 
yes. 

1141. You have seen that on the exhibits? — Yes. 

1142. And you have seen, have you not, that if that 
is right, there is no case whatever for asking the Londoner 
to pay any more to achieve the object of standing on his 
own feet? — If our figures are wrong, the case fails, yes. 

1143. ( President ): Do you mean if your figures are 
wrong or if Mr. Lawrence’s clients’ figures are right, the 
case fails? Your figures may be wrong — that is to say, 
not completely accurate ; that is one result. Mr. 
Lawrence’s figures may be right or wrong to a certain 



degree? — Yes. If Mr. Lawrence’s figures are right, then 
one of the justifications which we are putting forward 
in support of the Charges Scheme falls away. 

( President ) : It is possible for both sets of figures to 
be wrong in the sense that neither of them are completely 
right. 

1144. (Mr. Geoffrey Lawrence ): Yes, that is right, but 
let me take it very broadly and not be pinned to the 
accuracy of actual figures. (To the Witness ) : If the broad 
result in fact is that instead of there being a deficit on 
the London area as a whole there is a surplus, or neither 
a surplus nor a deficit, then the case of the Commission 
falls, does it not? : — No. 

(Mr. Harold Willis) -. How can that be so? I shall 
appreciate it if you will explain it, because on your own 
Table, C.C.H. 120, you show a substantial difference 
between the working expenses and the receipts. 

(President)-. But Mr. Lawrence was not referring to a 
particular table ; he said : “ If on -the evidence as a whole 
it is shown that the London area is in balance, even if 
it is not showing a surplus, then the justification 
disappears ”. 

(Mr. Harold Willis) : The reason I intervened was that 
I understood Mr. Lawrence to be saying that if looked 
at as a whole, the services — referring to his Table, C.C.H. 
14, the overall position over the years — but perhaps I 
■had better not pursue the matter at this stage. 

( President ) : No, I think not. 

1145. (Mr. Geoffrey Lawrence) (to the Witness) : Sir 
Reginald, you can look after yourself, can you not? — 
Not -always, no. 

1146. So far as I am concerned, I have no doubt you 
can ; I do not think there is really anything between us. 
— Perhaps I misunderstood the question. You were 
referring to “ Y ” year and not to the last five years? 

1147. Yes; I was referring to “Y” year. — I understood 
that, and I was going on to observe that the whole of 
the case of the Commission does not, of course, rest 
on that. A very important part of the Commission’s 
case is that whatever the position was when we left the 
Tribunal on the last occasion there are increases in costs, 
or the result of interventions which, taken by themselves, 
quite simply justify the increases for which we are asking ; 
so if it was right on the last occasion, the identifiable 
increase in charges -and the losses due to the intervention 
in the matter of fares is covered by our increases 
for which we are now asking, and therefore the position 
is right on this occasion, also. 

1148. I followed that, but it is based on the hypothesis, 
is it not, that you go no further than looking at what 
was decided last time and the increases in costs that have 
occurred since the last decision? — Yes. 

1149. I want you to look at it. As I submit, on the 
true basis that is equitable and fair to -the Londoner— 
you see, you and I agree ; at least I hope we still do 
— that whatever happened last time, all you want the 
London to do is to pay his way and stand on his own 
feet? — Yes. 

1150. To get back to where I was when my learned 
friend Mr. Willis assisted me, what I am -putting to you 
is this : If it be the fact on evidence that in “ Y ” year 
there is a balance between outgoings and incomings over 
the whole of the London area services without your 
increase of fares, then however much you may want 
additional revenue, you could not justify collecting it from 
the Londoner ; is that right?— That does mean that the 
justification on the last occasion was not there either. 

1151. It may, but we are not going into that; we are 
going into this Scheme which is a new Scheme — or so 
we are told? — Yes, but we are bound to have regard to 
the decision of the Tribunal on the last occasion. 

1152. On the basis that you put forward yourself before 
I asked you a single question, that what the Commission 
wants the Londoner to do is to stand on his own feet 
and pay his own way, if it -be the fact that he is already 
doing that, then the Commission’s case has gone, has it 
not, on this Scheme? — Very, very broadly, that is so ; 
it depends upon the degree — but I do not suppose you 
want me to go into that? 
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1 153. Not at this stage ; it is a matter of evidence. 

You are giving your evidence now; I shall toe calling 
mine, and it is for the Tribunal to decide.— -I agree, 
but 

1154. Having got to that stage, let me go back and 
suggest this to you — without, I hope, any degree of offence. 
The reason why the figures have been given in relation 
to the working expenses of London Lines in the form in 
which they have been given, and in the substance that 
they have been given, is because you want, if you can, to 
defeat my tables, which show a surplus on London Lines ; 
is that not right? — I do not think we saw your tables before 
we had decided how to present this matter. 

1155. That may be so. You see, I challenge your first 
addition to the £11.2m., bringing it up to £11.6m. ; now 
we have to suffer a further addition which brings it up 
to £12m.? — No ; that was not an addition to the £11. 6m. 
— it involved making use of the re-calculation. 

1156. I see — a re-calculation that brought you to a 
higher figure? — Yes, but it is not a re-calculation done for 
the purpose of this Inquiry. It was a re-calculation 
carried out by the Southern Accountants ; it is their esti- 
mates of what they .think the costs to-day are under that 
heading, in respect of the Southern Suburban electric 
services. The formula is 20 years old, and by adding to 
and subtracting from the various items in the formula, 
you may ultimately, 20 years after, gat a long way astray, 
and I was very glad to have a more modern calculation. 

1157. I should have thought, if I may respectfully say 
so, that after a period of 20 years you would have so many 
plusses and minuses that you might go very badly astray. 
But the re-calculation brought you out to a figure of 
£12m. rather than £11. 6m.? — The substitution of the 
re-calculation in respect of that particular class of services, 
yes. 

1158. And may I take it that you have chosen the higher 
rather than the lower figure as the figure on which you 
take your stand? — I have ohosen the most recent figure, 
and that is the higher. 

1159. Let me see if I understand the method by which 
that £12m. has been arrived at. It is Southern Region that 
has made a new computation for their own electrical 
services, is it not? — The suburban electric services, yes. 

1160. And is the £12m. reached in this way, first of 
all by applying the old formula now brought up to date, 
but the old formula to steam lines? — Yes. 

1161. The old formula to electric car lines other than 
Southern Region? — Yes. 

1162. And Southern Region on this new basis, whatever 
it is? — Yes. 

1163. And the result of mixing up an old formula with 
a new basis in that way is to get an answer of £12m.? 
Is that right? 

1164. {President): I think Sir Reginald is probably 
cavilling at the expression “ mixing up ”. — We have 
renewed one part of the old formula ; we have renewed 
one part of it, and that gives us our new calculation. 

1165. {Mr. Geoffrey Lawrence) : But that really will not 
do, will it, Sir Reginald? The old formula was, and still 
is, a composite formula, is it not? — Yes. 

1166. A composite formula which embraced the South 
Region lines? — -Yes, but each of the sections was done 
separately. 

1167. Yes, but do follow: a composite formula which 
embraced the Southern Lines. If you take the Southern 
Lines out of It and apply a different basis to them, it is 
not the slightest use then applying the old composite 
formula to other constituents, minus the Southern Lines, 
is it?— As I was trying to say to you, the final answer to 
the formula was composite, but it was done in four sections 
and these sections were done separately. All we have done 
is to remove one section and put in the new calculation for 
that section. The weightings are correctly done. 

1168. You see, I am bound to suggest to you that if 
you use that old formula, the old formula for lines other 
than the Southern Railway, take them out of the picture 
altogether, statistically at any rate you are almost bound 
to get wrong results? — No, I do not think so ; I really 
do not accept that. It may well be that it is time to test 
whether the formula is reasonable in respect of the other 



sections as well, but we have a great deal to do, and it 
is only slowly that we are getting down to this question 
of costing. 

1169. Yes; however, never mind about that. The 
Southern Electric figure is in fact lower than the other 
electric traffics, is it not? — Yes. 

1170. I think you said that yesterday, or the day before. 

I want to know if you can tell me, in those circumstances, 
if the Southern Electric figure is lower than the other 
electric traffics, even allowing you what I call the 
“ mixing-up ” of these two formulae, how on earth can 
the result be the higher figure of £12m. rather than a 
figure even lower than the £11.2m. Do you follow the 
question first of all? — I think so. The reason is because 
the Southern suburban calculations bulked in the old 
weighted average, just as they do to-day, It is the Southern 
Electric component which has been recalculated. The new 
calculation gives a higher figure than we would have had 
before, but it is still lower than the figure for the other 
electric lines. 

{President) : I have the feeling that if we are to discuss * 

and form an opinion upon the application of a formula, 
sooner or later it would be a good thing for us to look 
at the formula. 

{Mr. Geoffrey Lawrence)'. Yes. * 

{President) : It is presumably embodied in a document : 
it cannot be a matter of tradition. 

1171. {Mr. Geoffrey Lawrence) {to the Witness) : Would 
it be possible for the Commission to help the Tribunal 
and ourselves in that way? — Of course we will. The 
documents are on file, I am sure. 

1172. You see, this part of my question was based upon 
what you said in answer to my learned friend Mr. Rougier 
the other day. It is at Question 394 on the Fourth Day. 

The Question was : “ That was based on Southern Area 
calculations” — have you a copy of the transcript, Sir 
Reginald? I would not ask you without your seeing it.— 

Can you tell me where it is? 

1173. It is page 52 of the Fourth Day. 

{President) : It is the second question down. — Thank 
you. 

1174. {Mr. Geoffrey Lawrence ): “That was based on 
Southern Area calculations, was it not? (A.) No ; it was 
based on Southern Area calculations so far as the Southern 
Area traffics bulk in the total. We had substituted the 
Southern Area calculations for the Southern Electric 
services, otherwise we had no fresh calculations for the 
steam train traffics and the non-Southern Electric traffics. 

We have continued to use the figures that were there 
before.” — You understand that is the difference between 
the £11. 6m. and the £12m., if you intend discussing it. 

1175. Yes, I follow that. Then the next question: 

'* Is there much difference between the figure of the 
Southern Electric traffics and the other electric traffics? 

(A.) The Southern Electric figure is rather lower than the 
figure for the other electric services.” There may be an 
explanation for it, but I dare say you can understand 
anybody asking the question how, if the Southern Electric 
traffic is lower than the other electric traffic, when you 

apply that figure to part of your calculation but maintain t 

the old formula for the other, the total answer can 
possibly be greater than if you applied the old formula 
over the whole field? — Because the Southern Electric 
figure is not that much lower than the others as it was 
before. 1 ' 

1176. But it surely is not a question of degree? If it 
is lower at all, the answer must be lower, must it not'’ — 

No. 

1177. It may be you are right, but that is your answer. 

{Mr. Poole) : Does that mean. Sir Reginald, it is higher 
than what it was on the Southern Electric? — Pro- 
portionately higher but still lower than the others, Sir. 



1178. {Mr. Lawrence ): That may be so, and if I had 
seen the workings out, no doubt that would have been 
plain, but it seemed a somewhat startling answer when 
it was given the other day. May I pass to the next com- 
ponent of the working costs of London Lines, which is 
your terminal and documentation figure? — Yes. 



{Mr. Poole ) : Still lower than the others. 
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1179. I understand this, that having reached a figure of 
£12m. in 'the way you indicated, you then add to that 
what you call a round third? — Yes. 

1180. Which is not the old 32 per cent., tout a third? — 
Yes. I did not like the air of 'precision which was given 
by the figure of 32 iper cent. It misleads people into 
thinking it is a precise figure, I would much rather say 
i a third. 

1181. R is a difference of one and a third per cent.? — 
Yes, fouit I have taken that away again a little lower down, 
I have taken a quarter instead of 264 per cent. II 
balances out almost exactly. 

1182. Do not misunderstand me. I do not mind the 
mere shift from 32 per cent, to 33| per cent. The real 
question is this, is it not, whether an addition of that 
character, whether 32 or 33j per cent., is anything like 
right? — Yes. 

1183 Obviously 'something has got to toe added? — ’Yes. 

1184. The question is: How much? — Yes. 

1185. And for my benefit, 'because I am a newcomer 
to these matters, what you have done in the past is this, 
is it not : You have made a test of 'British Railways as a 
whole by finding out what the ratio of the total of ter- 
minal documentation costs is to the total cost of vehicle 
movement? — Yes. 

1186. And at the 1951 Inquiry that ratio was put for- 
ward as this figure of 32 per cent.? — Yes. 

1187. Of the total costs of vehicle movement? — Yes. 

1188. May I direct your attention to some recent corre- 
spondence which the Clerk of the Middlesex County 
County Council has had with the Solicitor to .the Com- 
mistion? — Yes, I think I have copies here. 

(Mr. Geoffrey Lawrence) : May I hand you copies of a 
few letters. Sir? 

(President) : Yes, I think we had better see whatever is 
being referred to. (Same handed .) 

(Mr. Geoffrey Lawrence) : May I just read these to you 
and see how we stand at the present time? On 23rd 
February the Clerk of the Middlesex County Council 
wrote (to Mr. Gilmour: “ Dear Sir, On the 28th January, 
1953, you were good enough to let me have certain infor- 
mation in response to my request, for which I am grate- 
ful. It would toe of great assistance to me if you could 
also let me have additional information as follows: — 
Statement for year 1951 of the working expenses on 
British Railways under the classification mentioned below 
referenced as far as it is possible to the several heads of 
accounts set out in Schedule VI — la, lto, lc, Id, If, 2a, 
2c, 2if . The classification referred to is as follows : — 
1. Expenses specific to Passenger Traffic. >a. Expenses of 
vehicle movement ; to. Terminal documentation, compen- 
sation and commercial expenses. 2. Expenses specific to 
Freight Traffic. 3. Joint expenses. (These items have the 
same meaning as used in B.T.C. 108, 1951 Inquiry.) You 
will appreciate that as the hearing is so close I would like 
this information as soon as possible.” 

On 26th February, 1953, Mr. Gilmour replied: “I 
refer to your letter of the 23rd February, upon which I 
have now heard from my clients. I am instructed that 
my clients have not attempted to analyse the 1951 working 
expenses according to the classification referred to in 
your letter of the 23rd February. Any attempted analysis 
upon the lines you require would involve a very great 
deal of work, and in present circumstances, and in the 
light of present engagements of staff, the analysis could 
not possibly be completed before the Public Inquiry. In 
these circumstances my clients regret they find themselves 
unable to supply the information for which you have 
asked in your letter of the 23rd February.” 

To that we replied on 2nd March : “ I beg to acknow- 
ledge receipt of your letter of the 26th ultimo. As you 
are unable to provide the information requested in rny 
letter relating to the 1951 Accounts, I should be obliged 
if instead you would supply in relation to London Lines 
a statement of the various items of working expense on 
which the figures of 32 per cent, and 264 per cent, used 
in Exhibit B.T.C. 108 (1951 Inquiry) were based. It is 
appreciated that in Note 2 to the said Exhibit, some 
general indication is given of some of the classes of 
expenditure included under the term ‘ specific expenses ’, 
but as three of the items there set out are marked ‘ part ’ 



without any indications of the parts concerned, insufficient 
help is provided by this note. 'If for any reason it is 
not possible to supply this analysis, perhaps you would 
let me have a statement setting out what items of charge 
are included under the headings: (1) Terminal Documen- 
tation, Compensation and Commercial Expenses (Special 
to Passenger Services), (2) Joint Expenses, with approxi- 
mate figures for any recent year.” I need not read the 
rest of the letter because it is immaterial to this point. 

Then on 7th March Mr. Gilmour wrote : “ I refer to 
your letter of the 2nd March. For the purpose of the 
costing analyses which lay behind Exhibit B.T.C. 108 
produced at the 1951 Inquiry the total working expenses 
of British Railways were regrouped and reallocated under 
certain main heads, and were then distributed over the 
many phases of operation which contribute to the service 
of transport by the use of a great variety of assumed 
statistical ratios and apportionments. The new sub-totals 
given toy these apportionments cannot be directly com- 
pared, therefore, with the grouping of expenditures shown 
in -the Commission’s published accounts, and it is not 
possible to reconcile the two in detail. The items in- 
cluded in — (1) Terminal Documentation, Compensation 
and 'Commercial Expenses specific to passenger traffic 
consist mainly of: (a) 'Salaries, wages and national insur- 
ance -and clothing relating to Station Masters and Clerks ; 
Passenger Inspectors ; Station Foremen ; Ticket Inspectors ; 
Ticket Collectors : Passenger Porters and other staff 

engaged at Passenger Stations, for example, left luggage 
attendants, seat reservation staff, etc. (b) Tickets, 
stationery, printing, postage, fuel, lighting, water and 
sundry stores, telephone charges, etc. (c) Passenger ticket 
Agents’ commission, (d) Compensation payments to pas- 
sengers for accidents, losses, etc. (e) Publicity expenditure 
including posters, etc. (f) Maintenance and renewal of 
passenger stations, offices and approach roads at stations. 
(2) Joint Expenses consist mainly of (i) Maintenance and 
renewal of running lines, bridges, earthworks, fences, etc. 
(ii) Proportion of Rates and taxes allocated to running 
lines, (iii) Maintenance and renewal of signalling and 
telegraphs, (iv) Maintenance of Automatic Train Control 
on Locomotives. (v) Wages, national insurance and 
clothing of signalmen, lampmen, crossing keepers and 
train controllers, telegraph clerks and police, (vi) Working 
expenses of power signalling, (vii) Proportion of fuel, 
lighting and general stores, (viii) 'Salaries, wages, etc., of 
Railway Headquarters and Regional administration. No 
re-assessment of the general conclusions arrived at by 
means of these statistical re-apportionments has been 
made since the last hearings of the Tribunal, nor is it 
possible or profitable to undertake statistical inquiries of 
this magniture and completeness at frequent intervals ”. 
Now would you toe good enough to follow the sentence 
which comes next : “ It was estimated in relation to the 
1949 pattern of expenditure, however, that a reasonable 
impress on or the relative 'burden under (1) above was 
about £20m. out of the total of about £3 10m., and under 
(2) about £65m. out of £3 10m.” Then the letter goes on : 
“ No estimate has 'been made of the accumulated 
arrears ” 

(Mr. Harold Willis ): I think that is in answer to the 
part of the letter which you did not read. 

(Mr. Geoffrey Lawrence) : That is quite right ; it is 
immaterial. The correspondence ends on the 9th March, 
which was the first day of this week, when we wrote and 
said : “ I beg to acknowledge receipt of your letter of 
the 7th instant and thank you for the information con- 
tained therein. Your letter does not, however, give appro- 
priate figures for the several items of charge, but only 
total figures. I should toe grateful, therefore, if you would 
please supply the appropriate figures for each of the 
headings 1 (a) to (f) inclusive and 2 (i) to 8 inclusive. 
Would you please endeavour to let me have this informa- 
tion early this week and certainly before -the Commission’s 
financial witness tenders his evidence ”. I know, Sir 
Reginald, that the Commission’s staff has a very great 
deal to do, and a very great deal to think of, but so far 
as we know, we have not had any answer to that last 
letter. 

(Mr. Harold Willis): Yes, you have had an answer, on 
the 10th March. 

(Mr. Geoffrey Lawrence) : I said “ so far as We know ” ; 
it may be in the course of post, or in our office. 
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{Mr. Harold Willis)'. It was the night before last that 
it went to you by hand. 

{Mr. Geoffrey Lawrence ) : It has not reached this room 
yet, but let me read it. I am very much obliged. I am 
afraid it will not be attached to the correspondence that 
you have, Sir, because it was not in our hands in time. 

{Mr. Harold Willis)'. It will be attached to the copies I 
have handed in. 

{President) : It may not be of importance. 

1 1 89. {Mr. Geoffrey Lawrence) : I am not sure. I have 
not read it, but I rather suspect it may be. Mr. Gilmour 
says this: “ I refer to your letter of the 9th March. You 
will appreciate that as stated in my letter of the 7th March, 
the figures of £20m. and £65m. were described as being 
merely a reasonable impression of the relative burden 
under the two categories. Having regard to the nature of 
these figures, we do not think it is reasonable that we 
should be called upon to supply you with the further 
information for which you ask in your letter of the 9th 
March”. So be it, but would you tell me this: How is 
it possible even to get a reasonable impression of a total 
figure without having a reasonable impression of its com- 
ponent parts? — The total figure is known from our finan- 
cial accounts. We are being asked to divide that total 
figure up into component parts which are different from 
those which we used in the financial accounts. 

1189a. But is that wholly so? You have specific amounts 
for some of these component parts, have you not? — There 
may be some isub-heads which go wholly and exclusively 
into one of the three components we are discussing at the 
moment. 

1 1 89b. I am reminded that I think I confused myself, 
and therefore no doubt I confused you. What I was 
asking you was this, not a question in relation to the figure 
of £3 10m., but a question in relation to the two figures 
of £20m. and £65m. From the letters that I have read, 
first of all the letter of the 7th March reaffirmed by the 
latest addition to the correspondence of the 10th March, 
what the Commission are saying through their solicitors 
is this, that the total of the items included in the heading 
“ Terminal documentation, and so on. Expenses ” is, by 
way of a reasonable interpretation of the matter, £2Qm.? 
—Was. 

1190. Well, was, if you like. — These are not the figures 
to-day. They are the figures which resulted from the 
statistical inquiry made in 1949. 

1191. Yes I follow that — was £20m. — Yes. 

1192. That main heading of Terminal Documentation 
and so on, is made up of six constituent items. I will 
try to ask you the question again. Somebody, I do not 
know who it was, has said : “ Well I have got a reason- 
able impression about this ; I think a reasonable impres- 
sion of the figure for the whole of those constituent 
items of £20m.”? — Yes. 

1193. What I wanted to ask was this, how anybody 
could have a reasonable impression of that nature without 
also having a reasonable impression at least of the figures 
for the constituent items themselves? — I was about to 
say, Mr. Lawrence, that it was not one person, of course, 
who carried out the obtaining of the impression ; it was 
the result of many months of work by the whole of the 
Costing Division, helped by the local accountancy in all 
places. 

1194. Now would you answer my question: Whether 
it is one person or a group, how is it possible to have 
a reasonable impression of the total for this main heading 
“ Terminal ” and so forth, without having a reasonable 
impression at least for the constituent items?— Certainly 
the constituent items and indeed the statistical apportion- 
ments which we made of them. 

1195. Very well, then if that is so, why have we not 
been favoured with at least the reasonable i-mpression of 
this group of persons as to the appropriate figures for 
these sub-headings? 

{Mr. Harold Willis)'. May I just answer this question, 
because it is not the final responsibility of the 
Comptroller? 

{Mr. Geoffrey Lawrence) : I am sorry if I am putting 
anything, on to Sir Reginald, but I must ask somebody. 

{Mr. Harold Willis): I think it would be convenient 
if I were just to give the reasons for the answer. It is 
quite clear that these figures relate back to 1949, and 



the view the Commission took was that, anxious as they 
have clearly been through the correspondence to give the 
Middlesex County Council all reasonable information that 
they possibly can in this matter, they felt that to ask 
for this particular information was not likely to assist 
in the presentation of any case to the Tribunal. Of 
course, if the Tribunal feels that the information should 
be given, the Commission will of course give such informa- 
tion as they have, and for what it is worth, of the split 
up of this figure of £20m. We are most anxious to give 
any information which the Tribunal think we should give. 

{Mr. Geoffrey Lawrence) : I am very much obliged 
to my friend. All I can say is this: In my submissions, 
it is not for the Commission to decide whether any 
material for which I ask is likely to assist anybody’s 
case or not ; it is for the Commission to give it, if they 
can. If the appropriate figures which we have asked for 
for these sub-headings are available, I should have thought 
they could have been given without difficulty. Some- 
body must have made an estimate of it. 

{President): Mr. Lawrence, I did not quite understand 
that first sentence. Did I understand you to say that in 
your view the Commission are under an obligation to 
give whatever information your clients or anybody else 
ask for? 

(Mr. Geoffrey Lawrence): What I said was this, Sir: 
That it is not for the Commission to decide whether 
any information asked for should be withheld or not, 
solely upon the ground that it will not assist in the 
presentation of anybody’s case. What I meant by that 
was that if the material would be otherwise given, it is 
not for the Commission to decide to withhold it because 
they think it would not assist the Objector’s case. That 
is a matter for the Objector, and if he is asking for 
irrelevant information and seeks to put irrelevant informa- 
tion before you, then you, Sir, would of course deal with 
it in the proper way. It is very difficult if the Com- 
mission is going to take upon itself to decide : “ Well, 
we have this information, but we are not going to give 
it because we do not think it would assist your case ”, 

{President): No. If they had said “We will not give 
it ” without any reason, would you have had reasonable 
ground for complaint? Then it would be a matter for 
us — we are inquiring into the Scheme, not the Objectors 
— as to whether we thought information of this character 
would assist us. 

{Mr. Geoffrey Lawrence) : Entirely. I may be left merely 
to my comment, but what I was on my feet about, rather 
as a matter of principle in this, was to demur and to 
demur strongly to what my learned friend Mr. Harold 
Willis said, if he really meant it, that in deciding whether 
or not to give information, the Commission could decide 
for themselves whether it was information that was likely 
to assist an Objector’s case, and therefore ultimately the 
Tribunal. That is all. 

{Mr. Harold Willis) : All I would like to add, if I may 
— because this does raise rather an important point of 
principle — is this: Of course, in proceedings of this kind 
the Commission are always being asked for a variety 
of information about a variety of subjects. 

(Mr. Geoffrey Lawrence) : And may I say, they are very 
helpful. 

(Mr. Hayold Willis): Some of which we regard as likely 
to be of value when the matter is discussed before the 
Tribunal, and other matters which we may regard as 
quite valueless for that purpose. We, in the early stages, 
in the absence of the Tribunal, have to do the best we 
can to sort out one request from another. In dealing with 
this matter we have, I hope fairly, endeavoured to deal 
with it in that way. 

(Mr. Geoffrey Lawrence) : As I said before, I suffer 
the disadvantage that I was not engaged in the preceding 
Inquiries, but I have instructions about the matter, and 
I have read certain parts of the transcript. It is perfectly 
clear that this topic of the amount of terminal, etc., 
expenses, which were to be allocated to London Lines 
was and has been a matter of extreme controversy and 
dispute. It is not, as it were, a parergon here at all : 
it has been one of the topics of dispute throughout, 
and when we initiated this correspondence which I have 
read, it was with the intention of getting such material 
as we could, in the hope that this issue could be explored 
fully to a conclusion this time. It ends, I can only make 
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the comment, in the inconclusive conclusion that on the 
1949 figures as far as they have been got out, somebody has 
a reasonable impression of totals, and when we ask for 
the appropriate figures for the constituent items, we are 
told they are not available. 

{President): Just remind me: Was this information 
asked for last time, because this figure given on that 
occasion was criticised and Mr. Hill put in an alternative 
rendering of this particular head of cost. Was this 
detailed information asked for last time? 

(Mr. Geoffrey Lawrence) : I will take specific instruc- 
tions, if I may, before I answer. 

{Mr. Harold Willis ): I think the answer is No, so far 
as our recollection goes. 

( President ) : I have no note of it. 

{The Witness) : I know it was not furnished before, 
Sir. 

(Mr. Geoffrey Lawrence) : I am told that the answer 
to my question is that the information was not asked 
for last time. Sir. 

{President) : Mr. Hill gave a different percentage of 
25 per cent. 

(Mr. Geoffrey Lawrence): Yes, and then he was cross- 
examined at page 484 of the transcript on the 21st day 
by Sir Malcolm upon that figure, so that it was perhaps 
not unreasonable or perhaps not entirely unexpected 
that we should follow up that rather inconclusive position 
last time, between these two percentage figures, with a 
request for information which, if given, might as we 
thought right or wrongly, have led to assistance being 
given to the Tribunal to determine what was a point of 
serious controversy between the financial witnesses on 
either side. If we were wrong, you will disregard it ; 
if we were right, then I still hope we might have the 
figures. 

{President): If you are applying to us to direct the 
Commission to give you the figures under these two 
heads, we will consider the Application. We will not 
direct it now at this moment. May I take it that you 
are applying to us to instruct the Commission to compile 
and provide the figures? 

(Mr. Geoffrey Lawrence) : If you please. Sir. We should 
not have asked for them .unless we thought they were 
of importance. This was not merely a mischievous 
inquiry. 

{President) : Very well, we will consider it. 

1 196. (Mr. Geoffrey Lawrence) : Of course, the whole 
matter really is not in the realm of reasonable impres- 
sions, is it? — Which whole matter? I am sorry. 

1 197. The whole matter of what figure should be allo- 
cated to London Lines in respect of these terminal, etc., 
expenses. This is not ultimately to be traced down to 
somebody s, or some group’s, reasonable impression of 
figures, is it? — It depends how they arrive at that reason- 
able impression. We think it was arrived at in the 
best possible way at that particular time, and after a 
very long investigation by a whole team of people. We 
would never dream of saying that the figure which came 
out would be completely accurate or completely right, 
and that is why we used the words “ reasonable 
impression ”. 

1198. I am glad you have had an opportunity of ex- 
plaining it, because one hears of impressionistic painting, 
but so. far I have not heard of impressionistic accounting. 
— No, not of impressionistic accounting, but a great deal 
of accounting, particularly when you are in the field of 
allocating joint costs, does become a matter of impres- 
sion rather than of a completely accurate statement of 
fact. Perhaps I am being unduly careful when I say it is 
not a fact ; it is an impression. It is the best impression we 
can get at, at the moment. 

1199. We will not debate the use of words. — I do not 
want to mislead anybody. It is not a fact; when you 
are allocating joint costs you do not finish up with facts. 

1200. Of course not ; you finish up with somebody’s 
reasoned estimate, do you not. — Then may I substitute 
the words reasoned estimate ” ? 

1201. Or a series of reasoned estimates?— A whole series 
of them. 



1202. While we are on these matters, may I ask you 
about .this : If you look at the letter of the 7,th March, 
you will see that the items included in terminal docu- 
mentation, and so forth, consist mainly of salaries, and 
so on, and then at the end of the first item one finds 
the words “ Left luggage attendants, seat reservation staff, 
etc.”. Do you see that? — Yes . 

1203. If I look at your Accounts for 1951, page 78, I 
find that British Railways under the heading of “ Mis- 
cellaneous Receipts ” collected for that year £4,791,000? 
— Yes. 

1204. And if I look at a publication called “ Transport 

Statistics ” which (is a monthly publication 

(Mr. Harold Willis) : At which one are you looking? 

(Mr. Geoffrey Lawrence): I am looking at No. 1 of 
of the 1953 Series for the period to the 25th January ; 
but I think that what I am about to read is common 
to all. I am reading the notes on .page 2, and there is 
a very short note which perhaps I may read : “ Passen- 
ger receipts are the receipts accruing from passenger fares 
of all descriptions. Charges for platform .tickets, seat reser- 
vations, left luggage, etc., which are classed as miscel- 
laneous receipts, are not included ” ? — That is so. 

1205. So may I take it that the £4,791,000 miscel- 
laneous receipts includes this item of left luggage and 
seat .reservations? — Certainly the left luggage. 

1206. Is it right to say that London Lines, in our 
evaluation of their financial position, do not get any 
credit at all for any part of that £4m. to £5m.? — That 
is true. We have not given them any portion of that 
credit. We must not mislead ourselves by the size of 
that figure. The items we have just been mentioning 
would not add up to anything like that figure. There 
is a great deal more in that figure. 

1207 I have no doubt, but I am taking it as an illustra- 
tion. I suggest that, quite rightly, you do not give London 
Lines any credit for that, because the services are hardly 
used by the passengers in the London area. On your 
basis of taking a round third of your vehicle movement 
costs to represent the debit against London Lines, you 
are including all the matters which make up terminal, 
etc., expenses, but where there is a credit, not giving any 
part of that credit to London Lines. Do you follow? — 
Yes. It is true that perhaps some very small figure should 
reasonably be credited to London Lines in respect of left 
luggage receipts and things of that sort. 

1208. Let us not have it brushed aside because it is 
so small that we can scarcely see it, because I am going 
to suggest that is symptomatic of the Commission’s treat- 
ment of London in general. — I do not agree with that 
suggestion. 

1209. I am sure you do not ; if you did, probably I 
would not have to ask you any more questions. If you 
do not agree, let me just put this to you : What I am 
suggesting is that where you get an activity which is 
profitable, you do not let London have a share of it — 
No, that would not be true. We have said that the 
addition of a third is, in itself, such a round sum addition 
that it will take care of little items of the kind we have 
been discussing. Our own private view is that this figure 
may yet be more than a third. 

1210. Do you try to frighten me like that. — I am not 
trying to frighten you ; I am telling you we have not 
loaded against London. I assure you of that. 

(Adjourned for a short time.) 



(Piesident) . We have considered the Application which 
you made before lunch, Mr. Lawrence, and we do not 
propose to ask the Commission to supply the particulars 
for which you have asked. 

(Mr. Geoffrey Lawrence) : If you please. Sir. 

. 1211. (President): -Sir Reginald, we should like at some 
° e . where the figure described as the total 
of £3 10m. in Mr. Gilmour’s letter of the 7th March, 1953 
comes from. It is obviously a 1949 figure.— I am speaking 
from memory, Sir, but I think it is the total of the 
British Railways expenses for 1949 less a certain trans- 
shipment figure ; it is £3 15m. less £5m., or something like 
that. 



at 



1212. Very well ; perhaps you would just check that 
some time. — I will do that, Sir. 
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1213. (Mr. Geoffrey Lawrence) (to the Witness ): Just 
before the short adjournment, I was asking you about 
that, by itself, small matter of Miscellaneous Receipts? 
—Yes. 

1214. And I was suggesting that without any attack on 
the accounting methods of the Commission as accounting 
methods, at any rate, there was a tendency to load the 
scales against London by excluding London from any 
share in any profitable activity, and where there were 
burdens, treating the burdens globally so that London 
bore a share of those. As I said, I did not expect me 
to agree with me, but I must make the suggestion plainly 
because, whether by intention or inadvertence, we say 
that that is to be found. — That figure of £5m. 
Miscellaneous Receipts to which you drew attention is 
almost entirely made up of such things as demurrage, 
warehouse rents and things of that sort, most of which 
are referable to freight traffics. 

1215. Yes — it is just the principle of the thing that I 
am putting to you. — When you take a figure which is as 
round as one-third or the other one-quarter which we have 
added, there is really no point in trying to adjust for 
very small items ; they are all added into the round one- 
third or the round one-quarter that you have added. It 
is made up of very small items when you are taking a 
broad view of the position. 

1216. Let us 'take one other example, about which I 
think there can be no doubt, lit is not in operation now, 
I know, 'but there was a time when the Commission had 
to make an annual contribution of £3Fm. to the Freights 
Rebate Fund in connection with derating? — Yes. 

1217. I am right, am I not, in thinking that of that 
£3jm. only £100,000, or rather less, was strictly applicable 
to London? — Yes. 

1218. Yet notwithstanding that, London has been called 
upon While that Charge was in operation to pay its pro- 
portionate share of that contribution, apportioned on your 
figure of 10j per cent.? — It is true that it was a global 
figure to which we applied the lOi per cent. 

1219. So that is an instance of treating a burden 
globally? — iWe did not regard it as that. It was going to 
be wound up under the Act, and we regarded any con- 
tinuing payment to be made in a year or two as being 
a charge generally on the undertaking. 

1220. I am asking this solely for information: How 
does the Commission deal with the matter of rates? Refer- 
ence was made to rates by Mr. Willis when he opened 
the case, but, of course, the Railway Executive does not 
pay rates on the same basis as a householder or the 
occupier of a hereditament pays rates — you pay a contri- 
bution in lieu of rates, do you not? — Yes. 

1221. I wonder if you would tell me how the Commis- 
sion deals with that — how is that obligation dealt with in 
relation to London? Is it spread globally or what? First 
of all, it is quite a substantial isum, is it not? — Yes ; for 
the whole of the Commission I believe it is about £2m. 
a year. 

1222. That is what I thought. Appearing for London, 
as I do, I am simply making the inquiry because we do 
not know how the Commission deals with that obligation 
of £2m. or thereabouts, in relation to London? — Un- 
doubtedly a portion of it is charged to London, but 
on what basis I cannot tell you. 

(Mr. Harold Willis ): I think our next witness, Mr. 
James, who has been partly examined, will be able to 
give you more precise information about that. 

(President) : Will he be able to deal with the London 
Lines’ share? 

(Mr. Harold Willis) : Fie will be able to deal with 
London Transport. 

(The Witness ): I am sorry; I was referring to London 
Transport ; you are talking about London Lines? 

1223. (Mr. Geoffrey Lawrence) : Yes, and I want to 
make it quite clear that throughout this cross-examination, 
unless I indicate otherwise, I am dealing with London as 
a whole. — So far as London Lines is concerned, the sum 
attributed to British Railways will have gone into British 
Railways, and it will reappear as apportioned to London 
Lines. I think there will also be part of that £2m. for 
London Transport costs, but on what basis it has been 
apportioned I shall have to check up. 



1224. Perhaps you would be good enough to let me 
have that information in due course? — Yes. 

1225. (President)'. So far as London Transport is con- 
cerned, what are called local rates appear as such in the 
accounts? — Yes. A great many of them are local rates 
in the ordinary sense; it is not the whole of the pro- 
perties which have been derated. 

1226. (Mr. Geoffrey Lawrence ): But what I am 

anxious to find out is not how you deal with the payment 
of local rates, properly so-called, but how you deal with 
this modem contribution in lieu?— Some part of this 
global sum will have found its way into London Transport 
accounts. 

1227. And at the same time you will be able to tell me 
on what basis that is dealt with? — By all means. 

1228. May I just have your help for a few moments on 
something quite different? Would you be good enough 
to look at the Accounts for 1948 and 1949? In the 1949 
accounts — I will take the second one first if I may — at 
page 219, if you look, at the first column of that capital 
account of British Railways, the total of book values as 
at the 1st January, 1949, was £866m. odd?— Yes. 

1229. And I think you would probably be content to 
take it from me that if one turned to the 1948 accounts 
one would find the matter dealt with in the same way. 
It is the book value of the assets taken over by the 
nationalised .undertaking? — That is the opening figure for 
1948 and this is the opening figure for 1949. 

1230. And then you say you deduct from that what 
you call the Assets Displacement Account, of £157m. odd? 
— Yes. 

1231. Leaving a net figure of £709m. odd?— Yes. 

1232. That Assets Displacement Account is this, is it 
not : it is the difference between the book values of the 
assets taken over and the total amount of the liabilities 
taken over?. Broadly it was the book value described as 
taken over in some cases; I think the liability to Pension 
Funds was reassessed, and so forth. 

1233. I dare say; I am not saying that they are real 
values at all for one moment — 'they are book values — 
but the Assets Displacement Account is the difference 
between two globular figures? — The difference between 
the assets taken over and the stocks which were issued 
yes. 

1234. And in those two Accounts for the years 1948 
and 1949 we find that Assets Displacement Account applied 
as a credit to British Railways?— Yes. 

1235. And I think we should also find that £8m. — you 
will find, this if you will turn over to page 220— of that 
Assets Displacement Account was similarly applied to the 
credit of Inland Waterways? — Yes. 

1236. Now if you would look at the 1950 and 1951 
Accounts, and if you would look at the 1951 Account, to 
take the second of the two years, you will find it at page 
65, I think?— Yes. 

1237. We find there that the Assets Displacement 
Account is placed not to the credit of specific activities of 
the Commission, British Railways or Inland Waterways, 
but it is. placed to the credit of the whole undertaking? — 
Yes; it is deducted in one sum from the total assets. 

1238. Yes, it is deducted in one sum at the end from the 
total of the book values of .the whole of the assets of the 
Commission as opposed to two parts of it? — Yes. 

1239. I think we found that change for the first time 
in 1950. The reference in the 1950 accounts is at page 
257 ; does that mean that from 1950 the Commission has 
been regarding that Assets Displacement Account as being 
available to the Commission's undertaking as a whole, and 
not specifically to British Railways and Inland Waterways? 
— That is so. 

1240. I thought that must be so, because I see at the 
foot of pages 64 and 65 in the 1951 accounts that trams 
and trolley buses total £705,000 odd as the estimated book 
value of assets displaced? — Yes. 

1241. I thought that must be the deduction to be drawn 
from that change. — In other words the cost of scrapping 
the trams has not been charged to London specifically ; 
it has been charged against the global Assets Displace- 
ment Account. 
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1242. Yes — which is now regarded as being available to 
the Commission as a whole? — Yes, tout we have in our 
minds certain earmarkings — £8m. to the canals still remains 
in our minds as a figure which may end up there in due 
course. But for ithe purposes of the accounts we do show 
that as a global figure, and by and large we regard it as a 
global figure. 

1243. Yes. May I ask you now just a few questions on 
a few of the exhibits that we are using in this Inquiry? 
First of all, may I ask you to look at B.T.C. 501 ; as I 
understand it, this table and your accompanying statement 
shows that in “ Y ” year there is proposed to be a substan- 
tial saving in car miles and in train miles? — Yes. 

1244. From the point of view of London Lines, may we 
look at the position ; the saving in steam train miles is to 
be of the order of £lm., and the saving in electric car 
miles is to be of the order of £6m. Is that right? — Yes. 

1245. (Plainly the object of that is to effect a saving in 
working costs? — Yes. 

1246. And obviously if those milages are reduced in that 
way it will 'achieve a substantial saving in costs? — Yes. 

1247. Now I am in a difficulty about the next question, 
because I shall have to get it from your evidence, owing 
to the way in which the case has been presented this time, 
with no budgetary statement for London Lines. Will you 
tell me where we can find anywhere in your evidence, or 
anywhere else, any allowance for the saving in working 
costs that may be attributable to that substantial diminu- 
tion of mileage on London Lines? — The saving results 
from the fact that we are not applying the average cost 
per mile for lower mileage in arriving at the figure of 
£12m. for vehicle movement costs. As I said in my 
evidence we use the projected mileage in “ Y ” year and 
apply that to the cost per mile, so that the saving is there 
in the fact that we have a lower multiplier. 

1248. If I understand that aright, that means that the 
saving is effected in the Application of the formula? — 
Yes. 

1249. Or rather, ito put it more accurately perhaps, in the 
facts to which the formula is applied? — Yes. 

(. President ) : That is the answer to question No. 149, 
Mr. Lawrence. 

1250. (Mr. Geoffrey Lawrence ): I apologise if I have 
taken up time on that, Sir ; I did not know that it had 
already been raised. (To the Witness ): While you have 
that volume of exhibits in front of you would you be 
good enough to look at Exhibit B.T.C. 510, the main 
exhibit, and would you look at Item No. 4 which is “ Mis- 
cellaneous Charges not included in items 1 to 3 ”? — Yes. 

1251. Miscellaneous charges there are such things as 
Forces’ travel and Scholars’ term tickets, are they not? — 
Yes. 

1252. And to toe quite fair with you, I must take with 
that the Explanatory Statement which is B.T.C. 5, para- 
graph 49. Let us see what you say there : “ Item 4 of 
Exhibit B.T.C. 510 shows an estimated revenue for “Y” 
year of £1,561,402 from miscellaneous charges. These 
charges represent, in the main, Forces travel, both on the 
Railway Executive London Lines and on London Trans- 
port Railways, and also, in the case of London Transport, 
private hire and certain educational facilities. The mis- 
cellaneous charges will not, for the most part, toe directly 
affected by the proposals in the present draft scheme, 
although some small increase of revenue will accrue in the 
case of certain of the educational facilities, the charges 
for which are related to ordinary fares. Any additional 
revenue from the miscellaneous charges will be compara- 
tively small and will not affect the order of magnitude of 
the total yield. For these reasons, no yield has been shown 
against Item 4 on the Exhibit.” That is why we see blanks 
in all the odd-numbered columns, is it not? — Yes. 

1253. Let me examine that with your help for a moment 
or two. It is a fact, is it not, that if you receive sanction 
for these increases they will apply first of all to Scholars’ 
term tickets? — I am not sure of that. The statement says 
that they are linked with ordinary fares. 

(Mr. Harold Willis ): I think the answer is Yes to that, 
Mr. Lawrence. 

1254. (Mr. Geoffrey Lawrence ) (To the Witness ) : I am not 
taking any advantage of you, I think, if I accept what Mr. 
Willis said. So far as Forces’ travel is concerned, would 



you tell me this: If you get sanction for your increases 
in charges to the ordinary public, will the Commission at 
once set about arranging with the Service Departments 
an equivalent increase in the charges for Forces’ travel? 
—No. 

1255. Why not? — Because there is a global arrange- 
ment with the fighting Services which will cover the whole 
of the country. 

1256. I only wanted to know where we are. Does that 

mean that if the proposed changes are sanctioned the 
general public will pay more but the Government Depart- 
ments who are concerned with Forces’ travel will not? — 
I think that the sanction 

(Mr. Harold Willis ) : May I say here that these nego- 
tiations with the Government Departments are still pro- 
ceeding. We have put figures in our tables which represent 
in our view the most likely outcome of the negotiations : 
but the matter is still, as I say, not finally settled. 

1257. (Mr. Geoffrey Lawrence ) : That I can understand, 
but it prompts me to ask this — and I do not mind whether 
you. Sir Reginald, or my learned friend Mr. Willis answers 
it. Is the Commission negotiating with the Government 
or the departments concerned for the purpose of raising 
the charges or getting greater revenue from Forces’ travel 
consequent upon the negotiation of this Scheme? Is that 
this purpose of the negotiations? — No ; the purpose of 
the negotiations is to get the figure which we think we 
ought to get in respect of Forces’ travel. 

1258. I have no doubt about that, but I am asking 
you. — It is not necessarily settled in relation to the figures 
which are settled under this Scheme ; it affects the whole 
of the country. 

1259. Will you give me as much help as you can — I 
know you will give it freely; suppose this Scheme had 
not been necessary in the Commission’s view, would these 
negotiations for further revenue from the Services Depart- 
ments still have been negotiated and proceeded with? — 
Yes. 

1260. So they are entirely independent of it? — They 
have become independent of it. 

1261. Do not answer this if you have any real objection 
to doing so, but have you any objection to telling me 
what your hoped-for increase of revenue is if you succeed 
in getting what you think you ought to have? — There will 
be no increase on the figures that we have included in 
our estimates for “Y” year. My only hope is that we 
do not get less. I am sorry, but I am in a difficulty— 
the matter is at what I think is called “ a higher level ”. 

1262. No doubt it is at a very high level indeed, but 
what I want to get at is whether that is a real blank or 
whether it is not? — No, there is nothing more to expect 
from that. At the moment we have put in the figure 
that we are hoping to get ; we certainly shall not get 
more. 

1263. I want you to understand why I ask this ; it is 
because the over-all effect of your proposals upon the 
fares paid by the ordinary public is a net increase of 
about 8 per cent— we have worked that figure out. — Yes. 

1264. And if there were an 8 per cent, or thereabouts 
increase on the figures that you have put in for 11 Y ” 
year at existing charges, the result, although not of great 
magnitude compared with other figures, would be some- 
thing to be taken account of. That is the point ; I am 
sure I can leave it in your very capable hands. On your 
answers then I must disregard any possible increase of 
revenue from that source? — There is nothing more to 
come, I am afraid. 

1265. While you have that exhibit open, would you look 
at the total of those Miscellaneous Charges ; it is a total 
in “ Y ” year at existing charges of £lim. in round figures, 
is it not? — Yes. 

1266. Would you take it from me — I am sure this has 
been looked up, and that it is right — that your estimate 
for the entire “ X-A ” year was put at £918,000 plus 
£125,000 for increase in Forces’ travel? — Yes. 

1267. That means that the expected increase would have 
been about £l.lm. or less whereas now the figure appears, 
carried over to “ Y ” year, at existing charges, as £\\m. 
and I was wondering whether you could tell me where 
that extra half-million odd came from over what was put 
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forward as being the increase in “X-A” year? — Would 
you give me the reference to “ X-A ” year? (Mr. Geoffrey 
Lawrence ): It is 218A. 

( President ) : I am told that is on page 147 of the 
Proceedings. 

1268. (Mr. Geoffrey Lawrence) (To the Witness ) : I 
think you will find the figures there on page 147 ; it is 
plus £78,000, which is something else? — Yes — £1,043,000. 

1269. And there was £125,000 put in on another day 
by B.T.C. 316 in respect of an increase in Forces’ travel ; 
that is on page 391 of the previous Proceedings? — Yes. 

1270. The addition of those three items, £918,000, 
£125,000 and £78,000 is £1,122,000 odd and that is the 
figure which I am comparing with the figure of £1,561,000 
odd in your exhibit B.T.C. 510? — May I perhaps try 
and give you that answer a little later? 

1271. Certainly ; I want you to be apprised of the point ; 
would you also bear in mind that the figure of £1.222m. 
that I have given to you contains in it some £96,000 of 
bulk travel which has no w gone? — Yes. 

1272. So it would toe lower to that extent as a figure 
to toe compared with your figure of £l+m. in Exhibit 510. 

I will not press you about it now, but I am inquisitive — 
perhaps you will think I am unduly inquisitive, but there 
is half a million pounds there that I think ought to be 
explained? — Yes. There must 'be an explanation of this, 
obviously, tout I cannot give it to you just now. 

1273. No, tout perhaps you will tell me at a convenient 
time what it is? — I will certainly do that. 

1274. While we are on that sort of matter it would 
help us if we could toe told the answer to another matter 
which, it may toe, you will want to defer answering ; 
that arises on Exhibit 602, which is in the same volume. 
This is an exhibit dealing with the increases in revenue 
on British Railways outside the London Area? — Yes. 

1275. The only material lines there are lines 5 and 6, 
early morning return fares and season tickets? — Yes. 

1276. The total of those for “ Y ” year at existing 
charges is £9m. odd, is it not? — Yes. 

1277. Again, I think if you look at the equivalent exhibit 
at the last Inquiry, you will find that the figures are much 
lower than that ; they are £3,569,000 for early morning 
fares and £4,792,000 for season tickets, giving a total of 
£8,361,000?— Yes. 

(Mr. Geoffrey Lawrence) : May I deduct from that a 
figure for losses due to Government intervention and 
from your statement B.T.C. 6, paragraph 5 ; I should not 
be wrong, should I, if I took it at about £600,000 — I hope 
that is the right reference, Sir? 

(President) : It is paragraph 4. 

(Mr. Geoffrey Lawrence) : I am sorry ; I have copied 
the wrong reference in my note. 

(The Witness) : I have followed that. 

1278. (Mr. Geoffrey Lawrence): So that would give 
me on your previous document a figure of £7. 7m., to be 
compared with the £9m. in Exhibit 602? — Yes. 

1279. The question here is as it was before ; what is the 
explanation of that difference of £1.3m.? — There again, 
I will look at that at the same time. It is probably the 
result of the changes in pattern of traffic. 

1280. Will you bear this question in mind when you 
are making your enquiries to find out whether it is due 
to an underestimate at the 1951 Hearing? — By all means. 

1281. In tooth cases? — Certainly. 

1282. Now we can leave that group of exhibits, and I 
would ask you to go to the main, and perhaps more 
important, ones for our purpose — exhibits B.T.C. 401 and 
following. Line 20 of B.T.C. 401 is the one about which 
I want to ask you. For interest on British Transport 
stock and other interest charges in “ Y ” year there is an 
increase of £5.m., is there not? — Compared with 1951, yes. 

1283. That is because there were further issues of stock 
in 1951 and 1952?— Yes. 

1284. This is getting back to the question of the alloca- 
tion of these Central Charges. Am I right in thinking 
that in putting your charge of £5+m. against the London 
Transport Executive for Central Charges and equally, 1 



suppose, in putting your £2m. against London Lines, you 
'have applied your multiplier indiscriminately to that in- 
creased figure? — No. We have taken the same figure as 
we proposed for Central Charges at previous Hearings ; 
in other words, it is the same amount. 

1285. I see — the £5. 5m. is not the result of a mathematical 
process ; it is the further adoption of a figure which has 
been used in the past? — It is the continuation of a figure 
which has been used in the past and which in our view 
is still justified. 

1286. I heard what you said, but I am not sure that 
I understood it. Do you mean that it is still justified, so to 
speak, as a piece of inspiration or what? — No — it is 
still justified by reference to the circumstances. 

1287. But am I not right in thinking — I am sure you 

will bear with me, because this is the first time I have 
appeared in these matters — that hitherto you have, in 
order to ascertain London’s proportionate share of Central 
Charges, taken a percentage upon the whole liability of 
the British Transport Commission in respect of those 
matters? — At the first Hearing we explained why we 
thought that a percentage of 10+ of the whole Central 
Charges was a reasonable target to set ; we referred to 
various other methods of checking to see whether the 
figure was not unreasonable, and then we came to a 
certain figure in money and that we have continued to 
adopt ever since because we do not think there has been 
any fundamental change in the relevant circumstances. 
When I say “ no change ” I think we have dropped 0. 1 
somewhere, but 

1288. But there has not been a fresh calculation to the 
percentage every succeeding year?— Calculations have 
been made of all kinds to see whether the figure of £5+m. 
is reasonable ; we have not adopted the mathematical 
result of those calculations. 

1289. Then I must take it back in the questions I 
am going to ask you to the time when this principle of 
£5.5m. was first fixed, just illustrating it, perhaps, from 
this increase in capital issue. Of course, you would 
follow me this far, would you not, that in estimating 
how much of the charges in respect of their additional 
£5m. issued should be borne by London — or by London 
Transport Executive services — you would have to have 
regard to the expansion of the capital expenditure in 
London compared with the total undertaking of the Com- 
mission? Perhaps that is rather involved ; I can put it 
to you much more shortly : you would not get a fair 
figure for London by merely taking an established per- 
centage of that £m.— or you might not— But the calcula- 
tion has not been done that way. 

1290. Do you follow what I am putting to you?— 
Certainly. 

1291. Let us take this position: suppose in “X” year 
—or in 1951 — the interest on Transport stock and other 
interest charges is, as you say, £44.8m., and suppose you 
add a proportion of that to be paid by London which 
everybody accepted as fair and reasonable in “ Y ” year, 
you have to deal with an increase of liability by way 
of interest by a further issue of £5m.?— Yes. 

1292. What I want your assent to, if I can get it, is 
this : in working out an allocation of the additional 
liability in respect of that £5m. to London, whatyou would 
nave to have regard to is the relative capital expenditure 
position in London as compared with the Commission as 
a whole? — Yes. 

1293. And not as such merely taking a percentage 
figure — it may have been established for other purposes — 
on the whole of that £5m.? — We have not taken the per- 
centage of the addition charged. One has to remember 
that the central finances of the Commission are central ; 
the various people within the Commission call upon those 
finances for one purpose or another as it may be neces- 
sary, and if they have surplus working funds, they are 
paid back into the central treasury if I may call it that, 
and all we do is to take the total increased costs to the 
central treasury and allocate that over the activities of the 
Commission, giving them a target figure which it is thought 
reasonable that they should produce. 

1294. I follow that, and I know that that is the way 
in which you do it ; but this is an Inquiry into a proposed 
Scheme for the raising of fares justified, according to your 
case, on the basis that London should pay the costs of 
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its own services, neither more nor less. So you see, when 
I come across an item charged against London revenue in 
the shape of interest charges, it is not unnatural, is it, that 
I should ask you whether that interest is being charged in 
respect of capital expenditure in London or capital expen- 
diture elsewhere? Do you follow that? — Yes. 

1295. What is the answer to that? — I agree that interest 
is the man component of the Central Charges — I men- 
tioned that first of all — but, of course, it is not entirely 
interest. 

1296. But it is 90 per cent, of it, is it not?— Yes. 
Secondly, there is a charge made as such to each Execu- 
tive or each part of the Commission’s business in respect 
of that Central Charge. We do, however, for price-fixing 
purposes, allocate what we think is a reasonable pro- 
portion of that sum and we have explained again and 
again that we do not base it exclusively on the capital 
employed ; there are other factors which might reasonably 
be taken into account. 

1297. Forgive me ; I know that it has been said over 
and over again, but you must bear with me for raising 
it yet once more. What it comes to is this, that what 
you are saying to all these tiresome Objectors, myself 
included, is: “You must take it from us that we have 
made a fair allocation ”?— No. We are only too ready to 
explain why we think it is a fair allocation. What I am 
not prepared to do is to start from the end of 1951 and 
to say that because a certain amount of fresh capital has 
been raised and because none of it is traceable to, or only 
a small proportion is traceable to, one particular activity, 
we then suddenly arrived at a specific point of view, and 
up to that point we had been working on a global basis. 

1298. I think you have put it in a nutshell ; supposing 

this increase of capital had been to some other activity 
than London Transport, would you still have said that 
it would be fair to the London fare-paying passenger to 
ask him to pay interest on that fresh issue? — If the general 
test that I have described 

1 can understand it if your case is going to be put 
forward that London has got to supply some subsidy 
to the rest of the activities of the Commission ; but if 
it is not that at all, and if it is only that London has to 
stand on its own feet, I wish you would tell me why 
in any circumstances at all the London man and woman 
who pays the pennies on the buses should pay interest 
charges on capital raised 

{Mr. Harold Willis ): You are out of date, Mr. 

Lawrence ! 

1299. {Mr. Geoffrey Lawrence ): I am rather an old- 

fashioned person. {To the Witness ): I wish you would 
tell me why in any circumstances at all the London fare- 
paying passenger should pay interest charges on capital 
raised for something other than London? — I do not admit 
that the capital is allocated. There is a Central Fund 
and the Departments are asked to share 

1300. But is not the logical result of that to say that 
nobody — neither you nor I — can talk about London stand- 
ing on its own feet and merely paying for the cost of 
its own. services? — No. I think if London contributes 
£5|m. of this figure, it will be standing on its own feet. 

1301. Do you not think you will be having it both 
ways? — I do not think so. 

1302. I will not argue about that any further. Now 
will you look at Item No. 23 ; that is “ Special Items ”. 
The amount shown against “ Special Items ” in the year 
1951 is £0.1m. ; for “Y” year, before the proposed 
Scheme, it is £1.0m., and it is the same figure after the 
proposed Scheme? — Yes. 

1303. That crystallises the issue between us very 
neatly ; those special items, although included in the 
description “ Special Charges ”, upon which London is 
required to pay its proportion, are not specific to London 
at all? — No. We did not really regard them as specific 
to anything ; we said : “ Here was a head of expense 
which would have various kinds of items in it from year 
to year ; it is a small head of expense The items 
themselves were unexpected and unpredictable, and we 
said that no great damage was going to be done to any 
of the activities if they were asked to pool these expenses 
which in this particular year, applied to London Trans- 
port, amounted to £100,000. It is true that it so happens 
that the nature of the items in the last two or three years 
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appears to have affected London Transport very little, 
but I can imagine circumstances in which it might have 
gone the other way. 

1304. “Very little” is “Not at all ” in respect of such 
items as road haulage? — Yes ; it so happens to have 
worked out that way. As I say, the difference is 
£ 100 , 000 . 

1305. Now would you turn to Exhibit B.T.C. 402 ; may 
I draw your attention at once to the note at the bottom 
of the page : “ The effect of the rising trend of prices 
was referred to at the Public Inquiry into the 1952 Scheme 
and a figure of £3m. for the future effect of this trend 
in the London Area was mentioned ”? — Yes. 

1306. What you were saying then in short was this, 
was it not, that by the time “ X ” year was reached, 
actual costs would be higher than you had allowed for 
in your “X” year estimates? — That is what we feared, 
yes. 

1307. And in order to get a realistic picture of costs 
in “ X ” year you were saying that an extra £3m. was 
required? — Yes. 

1308. You and I are agreed about this, are we not — 
in principle, though no doubt not in degree — that the 
rise in prices to be regarded to-day as opposed to 1951 
is much less marked? — Yes. I think you said the trend? 

1309. Yes. — Yes. 

1310. Perhaps the Tribunal will allow me to ask you 
this: I think we shall agree about it, but I must only 
put it hypothetically ; I do not know. If and so far 
as the decision at the last Inquiry made you any allow- 
ance for your £3m., then that allowance covers pro tanto 
the increase in costs shown on B.T.C. 402? — Yes. 

1311. Of course, if the trend was exactly the same 
now as it was on the other occasion, there would be 
nothing in that, would there ; but as you and I are agreed, 
if it is not, there may be something in it? — I agree your 
point. 

I only wanted you to understand it. 

{Mr. Harold Willis ): The £3m. was for the Transport 
Commission as a whole. 

{Mr. Geoffrey Lawrence) : I think not. 

{Mr. Harold Willis) : No, it was the London area ; I 
am sorry. 

{Mr. Geoffrey Lawrence) : “ The convenient and logical 
unit ” ! 

{The Witness) : If we want a figure for that, it was 
£24m. ; so in so far as that was allowed, it was not com- 
pensated for by the continuance of the possibilities. To 
that extent I concede your point, if I may put it that 
way. 

1312. At the very worst this document shows the need 

for further revenues to the extent of £4.9m., does it not, 
and not £6.1m.?— Yes— but I do not like the phrase “ at 
the very worst ”. You might be quite wrong about rising 
trends or what the budget will hold, and so forth. If 
you just say that it shows a figure of £4.9m. 

1313. Let me take your own words — “Total worsening 
in financial position, £4.9m.”. — Yes. 

1314. Therefore, when you get cover for the £4. 9m., you 
are where you were before? — So far as London Transport 
is concerned, that is approximately true. 

1315. It is not only approximately true; on this docu- 
ment it is exactly true, is it not? — Yes. 

1316. Perhaps we can get this quite clear, although 1 
think it is obvious to everyone — that this document does 
not give you any figures at all in relation to London 
Lines? — No. 

1317. It is in respect of the London Transport Execu- 
tive only? — Yes. 

1318. Now could you help me about one or two particu- 
lar items in it. If you look at item No. 2 you see: 
“ Other net increases in wage rates and price levels since 
1950 in excess of the provisions in the ‘ X-A ’ estimates 
(B.T.C. 112) submitted to the Tribunal in 1951, £1.4m.” ? 
— Yes. 

{President)'. Mr. Lawrence, the financial witness who 
was interposed yesterday spent that part of his evidence 
which there was time to give to it in a discussion of 
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this £1.4m., and you will have the pleasure of cross- 
examining him no doubt when he has finished his evidence- 
in-chief. 

(Mr. Geoffrey Lawrence ) : If you please, Sir ; then I 
will not trouble this witness with it. I take it that the 
other witness will also deal with item No. 4? 

(Mr. Harold Willis): He is going to deal with that. 

1319. (Mr. Geoffrey Lawrence) (To the Witness): Obvi- 
ously that would be specific to London? — Yes. 

1320. Now I turn to what I think is the most important 
of the three exhibits, if I may say so ; that is Exhibit 
B.T.C. 403. There we have in line 6 the £5. 5m. that 
we have been talking about, the contribution to the Com- 
mission’s Central Charges appropriate in present circum- 
stances. — Yes. 

13.21. Would you just consider this with me. Let us 
suppose that this is right this year, it follows from that, 
does it not, that it must have been less in preceding 
yeafs — or ought to have been less in preceding years? — ■' 
That depends upon whether the large interest earnings 
in the years 1948 and 1949 are to be credited against 
the interest payments. Certainly in my mind I had 
regarded this as some deviation from the general situa- 
tion in the Commission following the vesting date ; I 
remember that we had a heavy loss accrued at that 
time. I agree that if you went back on the method of 
calculation adopted in your tables, the figure would be less. 

1322. Never mind' about the method of calculation 
adopted by me or by you ; let us just see it in a very 
simple way ; what you are saying here is that in 1950, 
1952 and 1953, £5.5m. is the right figure and you add 
to that that it is the same figure that you have applied 
on a ; t least two preceding occasions? — Yes. 

1323. It is a fact, is it not, that since 1st January, 
1938, up to the 31st December, 1952, capital expenditure 
on London Transport Executive services alone has in- 
creased by something approximating to £30m.? — Yes. 

1324. So if at the end of that period a figure of £5^m. 
for contribution to Central Charges, . of which we know 
90 per cent, is interest, is correct, it must follow, must 
it not, in a forecast when one is trying to isolate the 
position in the London area, that before the capital ex- 
penditure in London had gone up by that £30m. and at 
intervening stages looking backwards, the figure of con- 
tribution to Central Charges, including this great pro- 
portion of interest, ought to have been less than it is now? 
— I feel rather weak on this point. 

1325. Thank you, Sir Reginald ; that is the first 
encouragement you have given me all day 'long! May I 
say that I am very grateful? — I think it is quite true that 
in 1948 and 1949, if we do not regard as we did at 
that time the Central Interest Receipts as being something 
that we want to use to meet heavy losses elsewhere — in 
other words, if we put them into the global calculation 
and serve them up with the interest charge in the two 
earlier years, they would be less if we were looking at 
it from the point of view of interest charges. 

1326. Yes — interest received should be credited to 
Interest charge; is that what you are saying? — That is 
what we have done in the later years, yes. 

1327. But, you see, that is not quite an end of the 
matter, is it, because as I have put to you — and this is 
where you felt a little weakness — if interest rates over 
those years had been stable, inevitably the sum of con- 
tribution would have been less on a smaller capital 
expenditure ; but, of course, if interest rates had declined 
over the years, there might have been something to set 
off against that position. Do you follow what I mean? — 

Not quite. Do you say if interest rates had declined ? 

Yes — or if they had remained stable over those five 
years 

(President): You do mean interest rates, Mr. Lawrence 
— rates of interest? 

1328. (Mr. Geoffrey Lawrence): Yes, Sir. (To the 
Witness) : If they had remained stable, the smaller the 
capital expenditure the less the amount of interest — I am 
trying to reduce it to its simplest terms. — I think I know 
what you mean, and if I am right in what I think you 
mean, I agree with you. 

1329. Yes, I think that is quite simple, but if interest 
rates for those five years had started high and then 
declined? — Yes. 



1330. Although your capital expenditure had increased 
by the end of the five years, your total hill for interest, 
if the decrease had been enough, might not have varied 
to any substantial extent? — It depends how fixed the 
terms were upon which you borrowed it. 

1331. In fact, of course, we know that of recent years 
interest rates, so far from declining, have increased? — 
Yes. 

1332. So that the reverse is the case? — Yes. 

1333. I do not know where we are left at the end of 
it all. How am I to accept this £5. 5m. as being a fair 
charge to London Transport in respect of Central Charges, 
for any other reason than because you say so? — We have 
applied in our own minds the various tests which we 
thought useful as a check on the reasonableness of the 
figure. If we allocated the total net interest charge in 
“ Y ” year on the basis of the net book values of the 
assets, including goodwill, we should come to a percentage 
of something like 10.2, and that gives us our £54m. once 
more. 

1334. You see where we are getting to : Even if I 
accept your £54m. now, I take it that you agree with 
me that there has been an overcharge in the past? — We 
have never charged it ; the most you could say was that 
if the £5ym. contribution should be less in the years 
1948 and 1949, then the figure we have put in of £9. 7m. 
for the accumulated deficit should be diminished by that 
figure. 

1335. I was going to say that that is also where we are 
led to. — Yes, I agree. 

1336. Because your concession to me on the past years 
as to £5. 5m. inevitably involves a concession as to the 
accumulated deficit? — Yes. 

1337. And if the matter had gone so far that it was 
not a question of merely the size of the deficit but the 
difference between a deficit and a surplus, then London 
might have been treated rather badly in the past. Is that 
not so? — Forgive me if I try to get my mind clear about 
this. 

1338. Yes, please. — Are you saying that if London had 
produced more than a fair proportion of Central Charges, 
that would have been bad treatment for London? 

1339. Yes. — Certainly it is a pity that we have these 
Inquiries every year, as I am sure everyone will agree, 
especially the passengers, but what we had hoped in -the 
early days was to introduce some measure of stability into 
the whole thing, and we envisaged the situation in which 
one activity might be making a slightly less contribution 
than its target in one year, and a slightly greater contri- 
bution in the other. What we had hoped to do was to 
keep the Whole position steady over a long period. 

1340. I dare say, but one must not forget this, must 
one, that when you make a charge against London Trans- 
port for a proportion of the Central Charges, what in 
effect you are doing in the end result is to make that 
charge against the man or woman, ithe individual, who 
gets into the bus or on to the Tube, and pays the fares? — 
Yes, but the fares that had been paid in 1948-49 were 
not the result of any calculations we had made. Those 
were the fares as at the date when we took over. 

1341. That is true. Let me pass from that, because I 
think you have been helpful there, to the next matter on 
this table, and that is (the “ Balance of net receipts avail- 
able towards the liquidation of accumulated deficits or 
for Replacement or General Reserves.” Without being 
facetious about this by using such words as “ eyewash ”, 
if there was any sort of balance, whatever the label tied 
on to it, it could not go to replacement or General 
Reserve, could it, in the present unfortunate circum- 
stances? — No, there would not be any such account in 
the books. No doubt we could take it into account in 
the kind of statistical estimates we are making of the 
deficit accrued, or the surplus 'accrued, at any particular 
date. 

1342. Of course, this depends upon the evidence and 
the facts accepted by the Tribunal, but if I succeed in 
showing, as I hope to, that on a proper view there is no 
accumulated deficit at all so far as London is concerned, 
then on this table this £0.8m. would simply go towards 
the partial liquidation of the British Transport Commis- 
sion’s deficit as a whole? — I think it is much more likely 
that it would go to meet rising costs. 
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1343. I am. passing to another branch of the matter, 
and I want to ask you some questions now, if I can, to 
get your (help on what is called the abnormal maintenance 
account. — I shall do my best, but it is an exceedingly 
complicated subject. 

1344. I approach it with some trepidation, but it is a 
matter which I am told merits investigation even now. 
I think we all know the origin of that Fund? — Yes. 

1345. lit arises out of the Wartime Control Agreement, 
does it not? — Yes, and one or two other items. 

1346. The Fund was taken over by the Transport Com- 
mission in 1948 from the hands of Trustees’ into whose 
hands it had been paid by the Government? — Yes. May 
we get this quite clear at the beginning: There is a dis- 
tinction between the Fund which is the amount of cash 
which was in the hands of Trustees at a certain point, 
and the amount of the provision accounts. They were 
not the same thing, and the abnormal maintenance 
account was built up largely by an agglomeration of the 
provision accounts. 

1347. Yes, I have no doubt it was, but the fact is this, 
is it not, that in the hands of Trustees on the date when 
the British Transport Commission had vested in it those 
assets, was a sum which had accumulated over the war 
year, while the Government was taking the receipts of 
the railways?— Yes, but it was not wholly related to 
maintenance, as we are describing it at the moment. It 
covered also renewals. 

1348. Yes I agree and I was going to get that clear. It 
included, this Trust Fund, whatever shortfall there had 
been on maintenance during the war years, any shortfall 
on renewal of assets, particularly rolling stock, and it also 
included additional sums which were paid into it in order 
to make adjustments for rises in price levels? — Yes. 

1349. I think we know how it worked, or I hope I 
think I am right in saying that I know how it worked. 
There was a • 'Standard imaintenance allowance fixed for 
each branch? — Yes. 

1350. Based upon what would normally have been 
spent in, say, 1939, the year before the war started? — 
That is true in the case of London Transport. 

1351. And as everybody knew that during the war years 
the minimum possible maintenance and renewal would be 
done, what happened was that the Fund was enriched by 
the difference between the actual expenditure on mainten- 
ance and renewal, and this 1939 standard? — Uplifted, yes. 

1352. Uplifted to meet rising costs? — Yes. 

1353. By the end of 1947, so far as the London Passen- 
ger Transport Board was concerned, there had accrued 
to the credit of that undertaking in the Trust Fund a sum 
of £42.8m. Is that right? — Yes. To remove difficulties 
which might arise later, I would say that it Was £40. 6m. 
as at the 31st December in the balance sheet of the London 
Passenger Transport Board. 

1354. Assuming that the facts were as I have indicated, 
that there was a pre-war lovel of expenditure on renewals 
and maintenance, and there was in fact accumulated year 
by year during the war period arrears of maintenance, we 
had reached this position, had we not, so far as London 
Transport was concerned by 1947, that we had a much 
deteriorated undertaking so far as maintenance and 
renewals of assets were concerned, but to offset that and 
to offset it with as much exactitude as it is humanly 
possible to provide, there was £40m. odd in the Trust 
Fund? — Yes. 

1355. The whole of the Trust Fund, with other people’s 

allocations included, totalled some £149.7m., did it not? — 
The net payments into the Trust Fund were £149m. up 
to the end of 1947, and as I say, on some parts of the 
undertaking there was a re-payment which had to be made, 
so that there was a net figure of £146.3m. That includes 
the figure of £42m. for London Transport which you 
mentioned earlier. , 

1356. I am not going to take up time by arguing about 
the details of the figures ; it was something over £140m.? 
— Yes. May I say why I queried your figure of £149m.? 

1357. Yes. — Because, as I explained before, I thought 
we should get into trouble over this. The £149m. is the 
result of the accumulation of the provision accounts in the 
hooks. It was not a cash figure. The £149m., and this 
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£143m. happen to be very near each other, but that is 
fortuitous. The £149m. was built up in rather a different 
way. 

1358. Forgive me for one moment, because I do not 
think that for the purpose of our argument this matters 
at all? — I think perhaps so far as London Transport is 
concerned, it does not. 

1359. No, I am told it does not. — So long as I have 
been able to make my distinction between the cash and the 
reserve account, because I feel you are going to ask me 
questions very soon which will make it necessary for me to 
emphasise that. 

1360. I am grateful to you for that. When the Com- 
mission was formed, that sum, whatever it was, was taken 
to the credit of what was called the abnormal maintenance 
account? — Yes, but what was taken in the case of the 
London Transport Executive was not the £42m. of cash 
which you have mentioned. That just went into the 
Central Fund. What went into the abnormal maintenance 
account for the London Transport is mainly a figure of 
£25m. which was the reserve account, the provision 
account, existing in the London Transport books at that 
time, plus a difference figure of £7m. which arose out 
of the fact that we had different classes of assets which 
were going to be covered by the Renewals Fund com- 
pared with the classes of assets which London Transport 
had. I am afraid that is all rather complicated, but I will 
try and make it clearer if necessary. 

1361. I am trying to keep my eye, so to speak, on the 
ball. — Perhaps you would like to look at the London 
Passenger Transport Board’s balance sheet for 1947? 

1362. I am trying to keep my eye on the £42m. of cash 
which was the accumulated renewals and maintenance fund 
of London Transport. — Very well, then I will follow you 
as best I can in that way. 

1363. That went into the Central Fund? — Yes. 

1364. And it was applied, of course, to the undertaking 
as a whole, without any segregation of the constituent 
activities? — Yes. 

1365. You must understand that in whatever follows 
after this, I am not complaining about that from the 
accounting point of view. — Yes. 

1366. What I want to emphasise, with your help if I 
can get it, is the results which will flow from that method 
of dealing with it in their impact upon the logical and 
convenient unit of London Area Transport and ultimately 
of the London fare-paying passenger? — Yes ; the London 
Transport Executive perhaps you mean on this occasion? 

1367. The London Transport Executive, yes ; let us keep 
it to that. — Yes. 

1368. We shall he proving, or we hope that we shall 
be proving in due course, a record of the transactions 
relating to this £42m. up to date, but without going into 
the details, would you accept this, that up to date there 
has been an appropriation to other activities from the 
Funds taken over of £60.2m. but to London Transport only 
£2.4m.? — Those are the figures which have been charged 
to the abnormal maintenance provision, yes. 

1369. It is right, is it not, to add, in order to complete 
the picture, that in 1951, so far from drawing anything 
out of the abnormal maintenance fund, London Trans- 
port in fact made a contribution to it? — 'Yes. We think 
that that is a sign that they have overhauled, at any rate, 
the great hulk of any arrears of repairs there may have 
been during the war. 

1370. That, if I may say so, is exactly what we expected 
was the position. Would you agree that it is quite obvious 
from the trend of operations on (that account that hardly 
any part of the £42ul would ever be applied to expendi- 
ture on maintenance and renewals in the London Area? — ■ 
The figure, which as I have said before was £31m., if we 
are now talking about the drafts on the abnormal main- 
tenance account — the figure drawn from the £31m. each 
year by London Transport — I am speaking from memory 
— 'has averaged about half a million pounds a year. 

1371. Whereas other activities are drawing much more 
heavily, of course? — Yes. Their arrears are very much 
heavier. 

1372. I dare say they are, but you will not forget that 
we are still trying to evaluate the position as it affects 
the Londoner, who has to stand on his own feet? — 
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Then we must take a great many other items in the final 
balance sheet of the London Passenger Transport Board 
and see what would have happened if the undertaking 
had been more or less separate. 

1373. Yes, I dare say we might have To, but let us 
take one thing at a time, and I am dealing now with £40m. 
odd. There is no doubt about this, is there, that but for 
Nationalisation, if these various transport undertakings 
had been handed back to their former owners, the London 
Passenger Transport Board would have had their concern 
handed back to them with £40m. odd, whatever the figure 
is, in cash? — Yes, and they would have had to pay the 
interest on the 11 A ”, “ B ” and “ C ” stock, which costs 
over £6m. a year ; they would have had to begin making 
amortisations on the stocks, and they would have been 
in a very much worse case financially if they had con- 
tinued. 

1374. That may be, but at least they would have had 
£40m. or thereabouts, either to repair their dilapidated 
vehicles, or to buy new ones? — Yes, and that £40m, has 
been roughly spent in that way. 

1375. Not on London, surely? — Certainly. You 

reminded me a moment ago that there was about £30m. 
of capital expenditure in London. 

1376. Yes I know, but let me follow that up, if you are 
going to say that. That £30m. of capital expenditure in 
London has been charged to the capital account of the 
British Transport Commission as a whole, has it not? — 
Yes, the London Transport Section of it. 

1377. On that capital account, interest is paid? — Yes. 

1378. And of that interest, London pays its allocated 
share? — If we proceed in that way, it does. 

1379. But that is the way you do proceed? — We cannot 
proceed in two different ways at the same time. We must 
take either one approach or the other. Let us look at 
London simply, or take the position globally. Looking at 
London separately, imagine the London Passenger Trans- 
port Board had continued, and I say they would have been 
worse off. 

1380. I am still trying to follow the £40m. — I say we 
are now being specific. We are abandoning the global 
approach. We say: Here is £40m. which once belonged 
to London Transport ; we want to see what has happened 
to it. I say now, if we are being specific, the £40m. 
has gone back to them. It is no use telling me that in 
some other direction I have done something different 
about the £40m. Of course I have. I am taking a totally 
different approach altogether. 

1381. You will not get impatient with me, will you? — I 
beg your pardon ; I am very sorry. 

{Mr. Geoffrey Lawrence ) : Not at all. 

( President ) : That is quite all right Sir Reginald, because 
occasionally, when you are not being impatient, I cannot 
quite hear everything you say. Be as impatient as you 
like. 

1382. [Mr. Geoffrey Lawrence ): Let me just drop that 
line of inquiry for a moment, and take it up later, and 
ask you to tell me this : The way you work it now is 
this, is it not, that you have, both for the railways and the 
London Transport Executive, what might be called, or 
what, for all I know is called, a standard maintenance 
allowance? — Yes. 

1383. And that is charged to revenue? — Yes. 

1384. If, in any year, the actual expenditure exceeds 
that standard, then the balance is treated as a charge to 
the annual maintenance account? — To the abnormal main- 
tenance account, yes. 

1385. But if, in any year, the actual expenditure is less 
than the standard, then the standard is still debited to 
revenue, but the balance is credited to the abnormal main- 
tenance account? — That is so ; in other words we are 
working on an equalised charge to revenue, year by year. 
If that is a proper charge to revenue in one year when 
more has been spent, then by definition it is still a proper 
charge to revenue when less has been spent in the follow- 
ing year, because, after all, your maintenance does not 
proceed in exaotly equal amounts year by year. It is a 
form of equalisation of maintenance expenditure over the 
years at a standard related to the standard you have 
described. 



1386. No doubt that is the object and reason of it, but I 
was for the moment only asking you the facts as to what 
is done. — That is how we get our fair charge to revenue, 
you see. 

1387. The obvious crux of that procedure is the accuracy 
of the standard maintenance allowance, is it not? — Yes. 

1388. The present standard maintenance allowance is 
based on the standard maintenance allowance which was 
in force under the Wartime Control Agreement, is it not? 
— Yes. 

1389. Revised for every change in prices and wages 
since 1939, and revised for every change which might 
affect its valid operation? — Yes. 

1 390. In other words, it has involved, in the course of 
years, thousands of pluses and minuses? — Yes. 

1391. Do you remember this morning saying, in another 
connection about another formula, that in the course of 
years by such a process, one can be led badly astray? — 
That is so. 

1392. Would you care to say the same thing this after- 
noon in relation to this standard maintenance allowance? 
— Yes. That is one of the reasons why we are thinking 
of terminating the procedure at the end of 1953. All the 
indications are that in any case the arrears of London 
Transport, whatever they were — and they were never 
assessed — have been overhauled, because in the last two 
years London Transport on balance has not had to draw 
on the abnormal maintenance account at all. 

1393. On the contrary, it has been in the position, under 
the scheme you adopted, to make credits to it? — Yes, 
but you have not seen the 1952 accounts yet. I was taking 
1951 and 1952 in my mind together. So that on the 
whole it looks (a) from the accounting point of view, and 
{ b ) from the engineering point of view, which is perhaps 
more important, as though the great part — almost the 
whole — of the arrears have been overhauled, so far as 
the London Transport Executive is concerned. It happens 
there firstly because a greater part of their assets con- 
sist of rolling stock, buses, which have a comparatively 
shorter life, and when they are completely replaced and 
renewed that, at the same time, overtakes any wartime 
arrears of maintenance. As I say, it looks as though the 
undertaking is in fairly good maintenance and repair, 
if I may use that phrase. 

1394. Yes. — Secondly as you have pointed out, the 
formula itself being very old and subject to margins of 
error, it seemed to us high time that we moved over 
to the actual expenditure. I am not saying that some 
kind of equalisation between the yeat^s will not be neces- 
sary in future, but perhaps I am going too far into the 
details of what may have to be done from the accounting 
point of view. By and large we think, by the end of 
1953, we will be able to forget the wartime formula, at 
any rate so far as London Transport is concerned, and 
start afresh. 

1395. Having forgotten all about it and started afresh, 
and London having overtaken its arrears, I wonder if 
you will give me, if you can, a short and plain answer 
to this question : In what way has London had the 
benefit, either wholly or in part, of the £40m. odd of 
cash that it brought with it in 1947? — It has had £30m. 
of the new capital expenditure ; it has had about £5m., 
has it not, out of the abnormal maintenance account, 
and there have beep other assets put into the body of 
the London Transport Executive, consisting of the old 
joint lines, which were valued, for book-keeping purposes, 
at about £10m. So that London has had back more 
than the Trust Funds. I think that if you will look 
at the balance sheet of the London Passenger Transport 
Board at the end of 1947, you will see what I mean. 

1396. But is that really right, because all that expendi- 

ture which you have spoken about is the expenditure which 
you take into account, or have taken into account in the 
past, in arriving at the 10+ per cent., for the purpose of 
finding out what proportion London revenues should con- 
tribute to Central Charges? — Certainly. That was a 

totally different exercise. We cannot mix up the two. 

1397. It may have been a totally different exercise, but 
it is another aspect of the same thing, is it not? — But, 
forgive me. One cannot mix the two. One either takes 
one basis and follows it through logically, or one takes 
the other. If you would like to take London Transport 
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separately, then I am only too pleased to do so. As 1 
say, start with the Balance Sheet of London Passenger 
Transport Board at 31st December, 1947, and see where 
we get to. 

1398. But do try to follow me and he patient with me, 
because I do not understand these things as well as you 
do, nor do I know anything like so much about them. 
What I want you to answer me as clearly as you can is 
this: You see, I am speaking about, and we are regarding, 
London Transport, the London area, which means, as I 
have pointed out to you, in the end the London man or 
woman who has to pay the Commission's fares. — 
Certainly. 

1399. In 1947, whatever else may have affected the 
London Passenger Transport Board, it had got standing 
to its credit with trustees £40m. odd in cash, had it not? — 
Yes. 

1400. Representing the monetary equivalent of 
deteriorated assets, because nothing like the proper sums 
had been paid either in maintenance or renewals? — Yes. 

1401. That £40m. in the hands of trustees was £40m. 
cash to the credit of that undertaking ; it was not capital 
which it had got to issue and pay interest upon, was it? — 
No. 

1402. So far from paying any interest on it, as long as 
it did not use it, I suppose it was entitled to regard it as 
an interest-bearing amount? — Yes. 

1403. There is in fact more than one way of dealing 
with arrears of maintenance ; you can either spend money 
in repairing a decrepit vehicle, or you can scrap the 
decrepit vehicle and buy a brand new one, can you not? — 
Yes. 

1404. Do I understand that by and large the factual 
arrears of maintenance in London have been dealt with 
by scrapping the old assets, rolling stock and so forth, 
and buying new? — To a very large extent, that must have 
been so. 

{President): You are talking about the Transport 

Executive, are you not? 

1405. {Mr. Geoffrey Lawrence ) : Yes, because the 

London Passenger Transport Board, of course, corresponds 
to the present London Transport Executive, does it not? — 
Yes. 

1406. If the Directors or the administering body of the 
London Passenger Transport Board had decided to deal 
with its arrears of maintenance in that way, they would 
not have had to have issued capital upon which they 
would have had to pay interest in order to buy their new 
rolling stock ; they could have bought it with the cash 
standing to their credit in the Trust Fund, could they 
not? — Yes. 

1407. In which case they would have foregone their 
£40m. or .such part of it as they spent, and any interest 
on it, but they would have had their new ’rolling stock? — 
Yes. 

1408. In the events that have happened, the position is 
this, is it not, that London arrears of maintenance have 
been, by and large, dealt with by scrapping the decrepit 
rolling stock and buying fresh, but instead of buying it 
out of accrued assets in respect of which London would 
not have had to pay interest, it has been bought for them 
by the Commission as a whole, and London has paid its 
share in the way of interest on the capital issued by the 
Commission as a whole? — Yes. 

1409. And the interest that London has had to pay m 
the events which have happened has been, whatever the 
proportion was, charged to revenue? — In the books of the 
'Commission. 

1410. Yes.— Yes. 

1411. And that means in actual practice that it has been 
charged to the man or woman in the Tubes or the buses, 
because they have been asked at intervals to pay fares 
adequate to meet it? — Yes. 

1412. Now, Sir Reginald, would you answer me this: 
Is that asking the Londoner to stand on his own feet in 
respect of his own services, or is it cutting the ground 
away from underneath him? — The whole of the interest 
charge of the Commission, or rather I should say the 
interest charge of the Commission as a whole, has been 
kept low because of the existence of these working funds 



that it took over, and to that extent London has benefited 
because the proportion of the smaller sum gives a smaller 
charge. 

1413. Yes, I do not doubt that, but, you see, what i 
am trying never to lose sight of is this : The Londoner,’ 
who, under your proposals, is said to be being asked to 
pay only the cost of his services? — Yes. 

What I am suggesting in plain terms is this, that if 
he had been allowed as a Londoner — I am not saying 
that you ought to have done it as a matter of accounting, 
you do follow that, but if he had been allowed as a 
Londoner — the full benefit of the accrued cash fund, then 
the financial results in London would have been quite 
different from what they are on the line of accounting 
that the Commission has in fact adopted. 

{Mr. Harold Willis ) : Could you help me by saying 
what you mean by the words “full benefit”? 

1414. (Mr. Geoffrey Lawrence ): I will make that as 
clear as I can. If the £40m. had been allocated to the 
matters in respect of which it was collected in the first 
place, namely maintenance and renewals in London, or. 
to put it more crudely — I hope it does not offend your 
accountant’s ears — to let London have its post-war 
renewals free of charge, because the assets were there 
accrued and collected and ready to meet them ; if you 
had done that, the financial results in London over the 
last few years would have been quite different from what 
they are represented to be, would they not? — Are you 
now bringing in the question of depreciation? 

1415. Could you not give me an answer to that 
question? — So far as interest is concerned, no. 

1416. It is precisely that, do you see, that I suggest 
would have altered the position so completely, because the 
calculation is bound to be artificial now, because you have 
taken all these moneys into a central fund. Nobody would 
complain about that except when it comes to talking 
about what the Londoner has to pay. What I suggest 
to you is this, that if you had dealt with it in a way 
which it would have been dealt with, and London had 
got £40m. out of which to renew all its rolling stock, or 
such rolling stock as has been renewed, it would not 
have had to have had that rolling stock financed either 
by issues of interest-bearing capital, or by having it bought 
by the Commission and then being charged with a pro- 
portion of the total bill for interest which the Commission 
has to face. In other other words, the revenues from year 
to year in London would not have had charged against 
them the very substantial sums that have been charged 
in respect of a proportion of interest and central charges. 
— Do you mean that they would not have had to make 
fresh capital borrowings? 

1417. Yes.— Yes. 

1418. Do you not think that if you are presenting a 
case which is said to be justified on the position that the 
Londoner has got to pay for the cost of his services, and 
no more, that that Londoner might be a little hurt if 
he was told that the cost of those services is that much 
more, because, as a Londoner in the London area, you 
have not had, and your system of transport has not had, 
its post-war renewals paid out of an accrued fund ; those 
renewals have had to be financed and you have had to 
pay interest on it? — We have tried to check back the 
reasonableness of the £5-jm. even by reference to assump- 
tions of this kind. Let us suppose that we follow this 
out for a minute. There was the £130m. of stock, you 
remember, which was issued in replacement of the London 
Passenger Transport Stocks. There would be 3 per cent, 
interest to pay_pn that. That would be £3. 9m. There 
would also be interest, say at an average rate of 4 per 
cent., on the additional capital of £40m., and I will come 
back to any credits there may be due in a moment. I 
am just taking it gross to begin with. That 4 per cent, 
on the £40m. would be about £1.6m. In addition to that 
there would be the re-financing of the borrowings. London 
Transport had some fairly cheap borrowings from the 
London Electric Finance Corporation. There would be, 
we reckon, an interest payment on that of £1.2m. So 
that would give wou a total interest burden of £6.7m. 
There would also be a financial amortisation charge, 90 
years, say, of \ per cent, on the investment capital of 
about £200m. That gives you another half million a year, 
so that is £7.2m. On the other hand' — and now we come to 
the point which I think you were making — there is the 
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-ih'terest on the Trust Funds which were there on 1st 
January, 1948, or shortly thereafter. Some of that Trust 
Fund of £40m. has been used for abnormal maintenance, 
tout suppose we ignore that and credit interest at 4 per 
cent, on the £4Qm. 

1419. Yes. — There is a credit due against the previous 
figure of £7.2m. of £1.6m., which gives us an interest 
Charge, on that basis, of £5. 6m. 

. 1420. That is all very neat and tidy, and I will have 
to -think about that, but tell me this : You spoke a moment 
ago about the equalisation of the charge for maintenance? 
-^Yes. 

1421. The way you deal with depreciation is the straight- 
line method, is it not — you write it off? — The straight-line 
method of historical cost, by and large. Some of the 
assets were revalued at 1948. 

1422. Not on a sinking fund basis. As you told me 
just now, at the present time the actual expenditure on 
maintenance by London Transport is less than the 
notional allowance? — -It was in 1951, yes. 

1423. That, no doubt, is due to the fact that main- 
tenance is curtailed by the fact that the stock is sub- 
stantially new? — Yes. 

1424. Therefore, at any rate on the 1951 picture, on 
■the way the matter was operated, London was making 
a Credit into the abnormal maintenance fund? — Yes. They 
were spending less than they would normally have spent 
on the average over the years. 

1425. Yes. — And that money had to be put on one 
side to meet the extra spending which would result in 
.Other years. 

1426. Yes, and that was credited to the abnormal main- 
tenance fund, that excess, and of course the excess was 
debited to revenue in London? — Yes, the charge was 
brought up to a fair annual revenue charge. 

1427. Theoretically, at any rate, I suppose there would 
come a time when the reverse position would be the fact. 
.When we get near the end of -the life of renewed rolling 
stock, your -maintenance bills would go up and instead 
of your actual costs falling short of your notional allow- 
ance, they would exceed it? — Yes. 

' 1428. When that moment arrives so far as London is 
'concerned, if things went on in their present fashion there 
'would be nothing in the abnormal maintenance fund left 
'for London Transport to be paid? — To draw upon. 

> 1429. To draw upon? — Quite so. 

1430. So the net result of that would be this, would 
it not, that the London Transport Executive accounts will 
have been charged with more than their actual expendi- 
ture in the early years, and in the later years they will 
.have to stand the racket of the full burden of actual 
maintenance, because there will be nothing to draw upon 
in the abnormal maintenance fund? — Yes, Mr. Lawrence, 
and that is a very good reason for terminating, so far 
as London Transport Executive are concerned, the present 
arrangements about the Fund, about drawing on the 
abnormal maintenance. That is one o-f the points which 
we have in mind. 1 am talking rather ahead of what 
we -may do, but it seems likely that at some time in this 
year we shall have to assess — and it will be a very difficult 
problem and will require a great deal of survey both 
from the accounting and the engineering angles — we shall 
have to make a survey and try to find out -at what point 
we are in relation to the life-cycle of the assets ; that 
is to say, whether, if the abnormal maintenance account 
arrangements are terminated in regard to London, it is 
'not proper to start London off with a maintenance 
equalisation account of some kind or other. It might 
be a provision account, it might even be a debit account 
but that is a question for assessment. We are certainly 
not proposing that London should suffer in the way that 
you fear in the future. 

1431. 1 am very glad to hear that, because it was quite 
dbv-ious that had -the present method gone on, that would 
have been the most probable result. — And i-t would also 
.have been that result i-f we had terminated the abnormal 
'maintenance arrangements in regard to London without 
asking ourselves what sort of account London ought to 
be started off with to equalise maintenance over the years 
'from 1954 onwards. As I say, it might be either debit 
or credit, we do not know ; we must inquire into that. 



1432. -Would you be good enough, just in a few 
moments before I leave this matter, to look at our Table 
(which I shall be proving in due course) C.C./H. 110? — 
Yes. 

1433. It is quite a small one. It forms the basis, do 
you see, of what I have been asking you about. I-t is a 
record of -transactions on the abnormal maintenance 
account from 1st January, 1948. Do you see the figures? 

It must be read, I suppose, subject to what you said at 
the outset. “ Balance, 1st January, 1948 — £149. 7m., includ- 
ing £42.8m. in respect of London Transport services trans- 
ferred from Control Agreement Trust funds.”- — That 
should be £31m. — including £31m., in respect -of London 
Transport services. 

1434. -By £31m. you mean £31-m. of cash, do you? — - 
No. In that £149.7m. are transfers from -the provision 
accounts of London Transport, and -those -provision 
accounts adjusted amount to £31m. or £32m. If I could 
persuade you to look at the Balance Sheet of the London 
Passenger Transport Board at 31st December, 1947, I 
could indicate to you the -account which is involved. 

1435. I will certainly have a look at it if it helps me 
-and gives me any light on this, but I need not do i-t here 
and now. — No. On the liabilities side you will find a 
provision account of about £25m., which was the balance 
<of what you -migjht call the-ir abnormal -maintenance 
account at that -time. 

1436. -I do not want to base arguments to this Tribunal 
on facts which are not -acourate, and I was asking you 
to look at -this Table. — Yes. The £149-m. is right, but 
the £40m. ought to be £31-m. or £32m. 

1437. Am I right in saying that the £149-m. was a sum 
in cash -that was taken over and placed to the credit of 
your abnormal maintenance account? — No. 

1437A. Am I not right there? 

{President) : There -is not any cash in this world, Mr. 
Lawrence. It i-s no dou-b-t nice for the London -passenger, 
whose feet we have heard so rnuc-h about, to think that 
he came into this business with a dowry -of £149m. of 
golden sovereigns, and someone has run away with it, 
but you -will -never get an accountant to -agree to regard 
the state of affairs in relation -to this -transfer in that 
light, I am afraid. 

1438. {Mr. Geoffrey Lawrence) : I am very much 

obliged. I-t is my fault because I proceed on such a 
pedestrian level. I rather thought -the moneys in the 
hands of trustees were cash. — Yes, certainly, -but that is 
not the £149-m. 

1439. How much -was in the hands -of the trustees? — 
There was £44m. in the hands of -the trustees in respect 
of London Transport. -I have a paper sum here if I 
can find it. Anyway, the corresponding trust funds which 
were in existence on behalf -of the Railway Companies 
here were £107m. ; that was -the main line railways. 
Would you -like -to take down these figures? There are 
three figures. 

1440. I will be very grateful to do so. — At 31st Decem- 
ber, 1947, there was in a Trust Fund on behalf of main 
line railways £107. 3-m. London Passenger Transport — 
-this is 3 1st December, 1947 — was £40.6-m. There were 
other receipts in the Trust Fund accounts Which nobody 
has ever referred to. We -have not been trying to keep 
it q-uiet, but nobody has ever referred to it. The interest 
earnings on the Trust Fund, which apparently belonged 
to nobody, -were £7.1m. That gives you £155-m. There 
were certain adjustments in the early part of the year, 
and according -to the piece of paper I have in front o-f 
me -the Trust Funds -at 15th March, 1948, which were 
handed over to the Commission by the trustees, amounted 
to £15 1.4m. That is t-he cash side of it. 

1441. I am sure that will be helpful. The interest to 
which you have referred is the interest earned upon 
the . . . ? — The Tr-ust Fund moneys while they were -be- 
ing held 'by the trustees. 

1442. When you say they belonged to nobody, I sup- 
pose they could -have been allocated to the contributors 
in the proportions of their holdings, so to speak? — As 
far as I remember, it has never -been decided in any 
way what was to happen to the interest. 
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1433. I suppose it never became necessary to do so, 
because the Commission came along and took the pool? 
— That is so. If the 1947 Act had not intervened, we do 
not know what would have happened to the Trust Funds. 

(. President ): I know what would have happened. There 
would have been an interesting, and, to some people, 
lucrative action in the Chancery Division. 

( The Witness ) : Nov/ on the other side, that is to say 
the provision accounts which have been built up in the 
books of the undertaking, there were renewal and depre- 
ciation account balances of £154rn. From that we had 
to use £107. 9m. to set up the opening depreciation pro- 
vision of the Commission to cover the assets which we 
intended to regard as being covered by a scheme of depre- 
ciation. To get that account started on its proper footing, 
we had to take £107.9m. That left out of the previous 
figure of £154.2m. a sum of £46. 3m. That was all that 
was left, £46.3m. at that point. We entered into negotia- 
tions with the Ministry of Transport about certain disputed 
items which so far as I remember were mainly railway 
items. It covered a whole host of things such as wagon 
covers, and all kinds of things. I do not recall the details 
any longer, I am afraid. We were given a credit of 
£46m. which was never — and perhaps wisely — made re- 
ferable to any particular item of claim. 

1444. So that meant that you had got £92m.? — £92. 3m. 
at that point. Then there were the balances of the main- 
tenance accounts in the books of the vesting undertakings 
and they amounted to £54m. I would pause there and 
say that of that £54m. London Transport contributed 
£25. 3m., which is the figure on the liabilities side of the 
closing Balance Sheet of London Transport to which I 
have been referring so often. Anyway, that £54m. has 
got to be added to the £92. 3m., and then there were minor 
adjustments of £3,4m., giving us an opening figure on the 



abnormal maintenance account of £149.7m., and of that 
figure of £149. 7m. the London Transport column con- 
tributed £31m., which was as a. matter of fact the £25m. 
I have been mentioning, plus the difference caused by 
the renewal provisions which they had in their books, 
and the depreciation provisions which we opened our 
books with in relation to London Transport assets that 
had to be added to it. It was something extra, so that 
London Transport opened with £31m. At least, they did 
not open ; we opened with £149. 7m. of which London 
Transport was £31m. That is how those figures were 
built up, so you see the fact that the cash of £150m. 
and the other figure of £149. 7m. happen to agree is 
purely fortuitous. 

1445. Can you help me any further on this Table, 
because I want to see I am not putting forward some- 
thing that is inaccurate. If lines 2 and 3 are correct, at 
December, 1951 there was a balance of £89. 5m., showing 
a total withdrawal in four years of £60. 2m.? — Yes. 

1446. And is the analysis that follows so faf as you 
can see accurate? — It has all been ticked on my copy, so 
I think it must be accurate. 

{Mr. Geoffrey Lawrence ) : Would that be a convenient 
moment to adjourn, Sir? 

(President ) : Would you like to stop now, or would 
you like to go on for a little, if it is left to you? It is 
purely a matter of personal choice. 

(Mr. Geoffrey Lawrence) : I think I had reached a point 
where I can conveniently stop. 

1447. { President ) : I take it, Sir Reginald, that the 
figures, as figures, in CC/H 110 — the figure of £89m. and 
the appropriations in the three columns lower down — are 
agreed, are they? — Yes, Sir. 



( The Witness withdrew.) 



(President) : I said earlier in the week that I would say 
later in this week what we would do about sitting next 
week. Unless there are strong — and they would have 
to be very strong — reasons to the contrary, we shall sit 
on Monday, Tuesday, Wednesday and Thursday. We shall 
not sit on Friday. I gather that there is no strong reason. 



One hopes by that course really (to be quite serious for 
a moment) that it wall in the end shorten the proceedings 
a little to take one day off, because it ought to enable 
everybody to see how far they have gone, and perhaps 
how far they have gone astray. 



(Adjourned until Monday, 1 6th March, at 10.30 o'clock.) 
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